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THE BANKER 
A Banker’s Diary 


GRIEVOUS as were the losses inflicted on ourselves and 
the United States by the initial impact of Japan’s 
treacherous attack, they will be more than 
Enter compensated in the long run. But for the 
America ater Arr: ; am ee 
Japanese action, it would have been very 
difficult for the U.S. Administration to assume the 
powers necessary to place America on a real war footing. 
Thanks _ to Japan, all these difficulties were resolved 
overnight and America’s mobilization, military and 
economic, is now proceeding with true American hustle. 
Looking still further ahead, the ill-considered Japanese 
assault which brought America to our side as an open 
ally at a relatively early stage should also facilitate the 
solution of post-war problems, for in retrospect, Lease- 
Lend assistance takes on a somewhat different aspect 
now that America herself is fully in the war. It is true 
that after the last war inter-allied indebtedness produced 
endless difficulties and distress; but any repetition of 
that financial chaos is precisely what Lease-Lend was 
designed to prevent. Japanese sterling and dollar assets 
having been blocked since July last, the extension of the 
war to the Pacific had only minor financial consequences. 
Che central administration of the Hongkong and Shanghai 
3anking Corporation was transferred to London. In 
London itself, the assets of the Yokohama Specie Bank, 
for many months the only remaining Japanese bank, 
were transferred to the Custodian of Enemy Property, 
and Siamese assets were blocked with commendable 
promptitude. The yen naturally ceased to be quoted 
and the Chinese national dollar is now quoted in place 
of the Shanghai dollar. 


bo 


[HE new tax anticipation certificates announced by the 
Chancellor recently should prove a convenience for com- 
panies and other large taxpayers. Hitherto, 

Tax | no security has been available which is 
—— suitable for the short-term investment of 
; funds awaiting transfer to the tax collector. 
National War bonds do not begin to enjoy a ready 
market until after the tap has been turned off, while a 
purchase of securities in the open market involves a 
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theoretical risk of capital depreciation if the security 
has to be liquidated on a particular date. In addition, 
the cost of buying and selling a security within a short 
period seriously reduces any advantage in yield, and % 
further deterrent on such investment has been the hee 
that the Inland Revenue might rule that any funds so 
invested were surplus to the requirements of the business 
and should not be included as business capital in deter- 
mining the E.P.T. standard. In practice, therefore, tax 
payers have had no real alternative but to leave funds 
idle on bank deposit until their tax payments became due, 
and an interest rate only slightly in excess of the banks’ 
deposit rate should be sufficient to induce them to take 
up the new certificates on a large scale. 


From the point of view of the Treasury, the advantages 
of the new arrangement would not seem to be particu 
larly great. As everybody knows, the 

Effect on Government effectively obtains the use of 
Pion il bank deposits by the method of Treasury 
deposit borrowing—indeed, it is the issue 

of deposit receipts which normally brings additional 
deposits into existence. And the tax-free rate of 
I per cent. on the new certific ates is equivalent to 
a minimum of 2 per cent. gross, against I} per cent. 
on deposit receipts. Though the new arrangement 
will help to keep down the volume of bank credit, 
it cannot help in any way to avert inflation, since 
by definition the deposits transferred to the Exchequer 
would have been left idle in any case. It clearly makes 
no difference to the effective demand for goods whether 
the Treasury finances its current expe nditure by creating 
additional active deposits leaving idle deposits in exis- 
tence, or by converting idle deposits into active deposits. 
From a purely technical point of view, however, there is 
something to be said for smoothing out the wide seasonal 
variations in the revenue inflow. Normally, some 45 
per cent. of total revenue is collected during the first 
quarter of the year, producing a marked se asonal fluctua 
tion both in floating debt and in bank deposits, which 
are steadily inflated by tax accruals during the second 
half of the year, and even in war time show some decline 
during the first quarter. Together with the new method 
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of tax deduction at source, tax certificates will help to 
smooth out these seasonal movements in the volume of 
credit. 


AN interesting precedent was established with the 
enquiry which the clearing banks have conducted this 
month into the aggregate change in the 

The Banks }alances of personal depositors over the 

Statisticians tWelve months to June 30. For some years 
now the banks have been accustomed to 

providing the Bank of England with regular returns of 
such matters as liabilities and assets on foreign account, 
or the data required for the estimate of the true circula- 
tion and the distribution of deposits between current 
and deposit accounts, published in the monthly Statistical 
Summary. Information of this kind, however, is clearly 
of direct guidance to the central institution in controlling 
the monetary situation, whereas the analysis of depositors’ 
balances was required by the Treasury for purely 
statistical purposes. The compilation of the Budget 
White Paper emphasized the lack of any adequate 
material for a direct estimate of savings, which appear 
only as a residual item, such as the margin between 
personal incomes and personal expenditure. For any 
direct estimate to be possible it is clearly necessary to 
know how the ownership of the bank deposits created in 
any period is distributed between individuals and institu 
tions, and it is this gap which the bank’s investigation 
is intended to fill. How reliable may have been the 
information obtained is a matter of uncertainty. The 
sample taken was a relatively small one (every twentieth 
account), and the end of the half-year is not the most 
satisfactory date to choose, but neither of these factors 
should seriously invalidate the result. On the other 
hand, the classification of accounts is necessarily an 
arbitrary one, since any clear-cut differentiation between 
individuals and institutions is slurred by the use of 
nominee names and the existence of the one-man business 
in all its forms. Correctly to interpret the yoy &f 
the enquiry, moreover, it would be necessary to know 
whether individuals have on balance sold ro Bi and 
other capital assets to companies, or vice versa. In this 
country, however, our national statistics are so frag- 
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mentary that any information at all is likely to be 
of value. 


From the point of view of the banks, however, such 
enquiries can hardly be welcome, for apart from the 
; added strain on their depleted staffs there 
Misguided js a danger that some customers might 
Secrecy misunderstand the purpose of the investi- 
gation and jump to the erroneous conclusion that the 
banks were about to disclose to the authorities informa- 
tion relating to individual accounts. Any such disclosure 
is, of course, out of the question, but it was no doubt 
for fear of such misconceptions that the banks refrained 
from making any official announcement that they were 
undertaking the enquiry, although experience should 
have shown that an operation carried out by every 
branch bank in the country is hardly likely to go entirely 
unnoticed. Had the story leaked out to the public 
in a garbled form, misunderstandings might only too 
easily have been caused. Fortunately, the Financial 
News was able to publish the facts correctly and with 
responsible comment before this misguided secrecy caused 
any mischief. 


In all matters affecting enemy property, the banks have 
been accustomed to look for guidance to the Custodian 
_ Of Enemy Property. The decision in the 
Limitation recent case of N.V. Gebr. van Uden’s 
a... Scheepvart en Agentur Maatschappiy v. 
Powers /O Sovfracht comes as a reminder, how- 
ever, that directions from the Custodian are 
only valid if they fall strictly within the latter’s powers 
under the Trading with the Enemy Act, 1939. In the 
case mentioned, the Custodian purported to give authority 
for proceedings to be conducted on behalf of persons 
who were enemies within the meaning of the Trading 
with the Enemy Act. The Court held that he had no 
such authority and that the licence so given was invalid. 
It is thus clear that the Custodian’s powers to deal with 
property, other than money, are restricted to such 
property as has been the subject of a Vesting Order. 
The same point recently arose in connection with the 
conversion of Argentine Government internal peso bonds. 








6 THE BANKER 


Certain of these bonds are held in London for enemies 
and the Custodian intimated that banks were at liberty 
either to convert the bonds or to take repayment in cash. 
Under the Defence (Finance) Regulations, however, 
banks having the custody of securities are deemed to 
be the ‘‘ owners’’ for the purpose of the Regulations 
and as such are theoretically obliged to comply with the 
Treasury’s directions to accept repayment in cash. It is 
understood that most of the banks have preferred to 
convert, but if they accepted cash, they are presumably 
bound to pay this over to the Custodian. A further 
complication in this case was that under the terms of 
S.R. & O. 1940, No. 94, foreign exchange payable to the 
Custodian must be tendered in sterling converted at the 
middle official rate at the time, yet in practice there is 
now no middle rate, since the Bank of England has only 
one buying and one selling rate. 


THE further increase in the fiduciary issue necessitated 
by the recent abnormal rise in the note circulation was 
duly announced at the beginning of 
Fiduciary December. Contrary to some expecta- 
= UP tions, however, the addition was once again 
gain 5 egge —“s « 
limited to {50 millions. This is no less 
than the fifth increase in the fiduciary issue since the 
outbreak of war and follows within three months of its 
predecessor. Since the Treasury authorization runs for 
a maximum period of two years, moreover, four further 
applications to Parliament would normally be required 
within the next two years merely in order to regularize 
the status quo. If the war continues, the maintenance 
of each of these increases, like that from £300 millions 
to {580 millions on the outbreak of war, will in practice 
be authorized not by Parliament but by an Order in 
Council under the Defence Regulations. This being so, 
it is difficult to see that the whole ritual, which gives 
undue publicity to a purely technical matter, serves any 
useful constitutional purpose. 


THE idea that Parliament should exercise a particularly 
close supervision over the creation of notes without 
gold backing is in any case largely a legacy 

Out-of-date of the Bank Charter Act, which is hardly 
Procedure 2 appropriate instrument of monetary 
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control when the gold standard has been abandoned and 
cheques have long ago replaced notes as the principal 
form of money. It is an obvious anacronism that a rise 
of some {200 millions in the note circulation should 
necessitate ten references to Parliament, when the 
executive authorities have been free to arrange for the 
creation of some {1,000 millions of bank credit on their 
own responsibility. Before the war, it was no doubt 
still true that control of the note issue was the key to 
the monetary situation in the long run, for although 
both the commercial banks and the central bank can for 
a time influence the volume of money by varying their 
cash ratios, there is an eventual limit to that process. 
In war conditions, on the other hand, the note issue 
no longer has this significance. With bank lending 
confined to essential purposes, there is no longer any 
question of any pyramiding of credit on the basis of the 
notes provided, other than that necessitated by the 
finance of the war. It can, in fact, be said that the 
volume of money as a whole will be increased by as much 
as, but no more than, the finance of the war requires ; 
and the distribution of the total money supply between 
notes and deposits is determined purely by the form in 
which the public prefers to hold its liquid assets. A rise 
in the note circulation may in some circumstances be 
a symptom of inflation, but it can never under present 
conditions be an actual cause of inflation. 


It is to be hoped, therefore, that when an Order in 
Council becomes necessary next June in order to 
continue the June, 1940, increase from 

pmo £580 millions to £630 millions, the oppor- 
Authorization ‘Unity will be taken to regularize at the 
same time the subsequent increases to 

the present level of £780 millions. What would be still 
more desirable would be a blanket authorization that 
would finally dispose of this matter for the duration 
of the war. There are certain technical objections to 
raising the fiduciary issue by very much more than {50 
millions at a time. The substitution of notes for securities 
temporarily depresses the profits of the Banking Depart- 
ment until the additional notes are withdrawn. While 
this might be dismissed as a domestic matter, it would 
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mean a fundamental technical change to raise the 
fiduciary issue at a single step by as much as £200 millions 
or £300 millions, as was suggested in some quarters, 
since the Banking Department normally holds consider- 
ably less than £200 millions of securities. If it were 
possible for the Banking Department to acquire notes 
in excess of its present security holdings, it would still 
be necessary, to prevent an expansion of the credit 
base, for public deposits to be maintained at an 
abnormally high level until part of the additional notes 
were withdrawn. On the other hand, there would seem 
to be no such difficulty about a blanket authorization 
permitting an increase to, say, £1,000 millions, the 
additional notes to be issued by stages at times to be 
decided by the Treasury and the Bank of England. 





WitTH the object of saving paper, an agreement has been 
made between the Paper Control, the banks and 
- printers to limit the size of cheques. 
Pll Henceforth the maximum size of standard 
cheques will be 6 inches by 3 inches for 
single signatures and 6 inches by 33 inches for two 
signatures or more, plus a maximum of 2} inches in 
each case for counterfoils and binding. To assist paper 
salvage, it has been decided that transfer deeds need 
not be kept for more than three years, provided that 
no notice of any claim has been received to which the 
deed might be relevant and, of course, that the disposal 
is carried out in good faith. In addition, it is no longer 
necessary for the annual return to be contained in the 
Register of Members (though the return should be 
forwarded to the Registrar of Companies), and where a 
copy of any annual return made before July 10, 1940, 
has been forwarded to the Registrar, the return may be 
removed from the Register of Members and disposed for 
salvage. 

OwInc to the shortage of paper, it has not been found 
possible to continue publication of the former quarterly 
indices for each volume of THE BANKER. 
Index An index covering the nine months from 
ice z April to December, 1941, has, however, 
been prepared and will be sent on applica- 

tion to any subscriber to whom it would be useful. 
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Anarchy in Bank Accounts 
By Paul Bareau 
' A cut of pl is a word which appears curiously 





out of place in the context of any comment on 

British banking. In a system so staid and solid, 
order and cohesion would seem to be the inevitable and 
universal state of affairs. Yet it can truly be said that 
in the presentation of their accounts and preparation of 
their statistics the banks in this country show a hetero- 
geneous variety of practice to which the term anarchy 
can justly be applied. This is not to say that the system 
of accountancy applied within each bank is not a model 
of precision and orderliness. But these systems are not, 
on the whole, coordinated to a general pattern. It may 
be countered that this is not a fault—that a bank’s duty 
in its accountancy is to itself, to its shareholders and 
depositors and not to a wider external ideal such as the 
unification and comparability of bank statistics. To this 
it may in turn be replied that such a contention takes alto- 
gether too narrow a view of the function of banking 
statistics and belittles their importance as a guide to 
credit and general economic policy ina controlled economy 
such as ours has become. 

The only serious attempt to coordinate, if not account- 
ing practice, at least the presentation of these accounts, 
was made by the Committee on Currency and Foreign 
Exchanges after the last war. ThisCommittee, under the 
chairmanship of Lord Cunliffe, then Governor of the 
Bank of England, issued its interim and principal report 
in November, 1918. It had considered the advisability 
of legislation requiring the banks to maintain, in addi- 
tion to their cash reserves, certain holdings of Treasury 
bills and other short-dated paper in fixed proportions to 
their deposits. The Committee took the view, however, 
that the maintenance of reasonable standards of liquidity 
could and should be attained by the force of public 
opinion. It recommended accordingly that the banks 
should issue monthly statements of their position in 
accordance with a specified form, which was attached as 
an appendix to the report. The clearing banks duly 
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began the publication of their monthly statements, but 
only two of them adopted the Cunliffe pattern and that 
after a lengthy interval. 

The main departure of the majority of clearing bank 
monthly statements from the Cunliffe model is in the 
treatment of items in transit, i.e., payments between 
branches of each bank in course of clearing. Most banks 
include these transit items with their advances. The 
two that have adopted the Cunliffe form of statement 
show them separately. Their inclusion among advances 
tends to veil the true movements in this important item 
and the distortion thus introduced can be considerable at 
periods of rapid retardation or acceleration in the rate 
at which such payments are being cleared. There were 
periods last year when postal and other delays due to 
enemy action greatly inflated the volume of these items 
in course of collection on any one day and their inclusion 
with advances naturally threw any comparison of changes 
in the latter completely out of gear. In one month alone, 
a change of about £15,000,000 in the loans and advances 
of a single bank was attributable wholly to this particular 
factor and had nothing whatsoever to do with changes 
in the utilization of bank credit. 

Another direction in which the majority of bank 
statements departs from the Cunliffe model is in their 
failure to separate domestic from foreign bills. This may 
be unimportant now that so overwhelming a proportion 
of the bill portfolio is represented by Treasury bills. But 
in pre-war days, and especially in gold standard days, a 
monthly publication of the clearing banks’ respective 
holdings of domestic and foreign bills would have been 
most valuable. It might have provided vital information 
of which even the Bank of England was ignorant before 
1931 when the detailed returns prepared for the Macmillan 
Committee provided the starting point for a new body 
of banking statistics which, for all its value, has the one 
great defect that it is not made available to the public. 

But even if all the clearing banks could be induced 
to adopt the pattern of the Cunliffe Committee balance 
sheet, the resulting appearance of uniformity would be 
deceptive —for this move, welcome as it would be, would 
still leave important differences in the accounting tech- 
nique of the various banks, differences which vitiate the 
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comparability of items similarly described in the various 
individual statements or balance sheets. A few examples 
will serve to illustrate the character of these differences 
and the importance of their impact on the published 
figures. 

The first concerns the familiar distinction between 
the “ loan”’ and “ overdraft ’’ methods of making bank 
advances. The difference here is as between regions 
(more precisely as between London and the provinces) 
and not between different banks. The variations of 
practice do not, therefore, seriously affect the compara- 
bility of individual bank balance sheets, but they tend 
to veil the true amount of bank credit actually employed 
at any moment by way of loans and advances. The 
practice in the “ loan’”’ operation is to debit the whole 
of the facility placed at the disposal of the customer to a 
loan account and to credit the customer’s current account 
with a corresponding amount. That account is then 
debited as the facilities in question are drawn upon. It 
is evident that during the whole course of the operation 
both assets and liabilities of the lending bank are swollen 
by the extent to which the full amount placed at the 
disposal of the customer is not utilized. The more 
customary method of allowing the borrowing customer 
to overdraw his account gives a truer picture of the 
situation. By combining overdrafts with loan accounts 
of which the counterpart may not have been fully utilized, 
an aggregate of loans and advances is reached which does 
not truly represent the amount of bank credit actually 
being used by bank customers. To a corresponding 
extent it also inflates the true figure of deposits. 

The outstanding total of loans and advances can be 
shown either before or after providing for bad and doubt- 
ful debts. Some banks, in their monthly returns and 
balance sheets, show it net, i.e., after deducting the pro- 
vision in question. Others show it gross and include the 
provision among “‘ deposits and other accounts’ on the 
other side of the balance sheet. The second method has 
an obviously inflationary effect on balance sheet totals. 
By combining figures based on each of the two methods 
a misleading aggregate of deposits and advances is 
obtained and the comparison between the figures of 
individual banks is vitiated. 
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Probably more serious in its effect on the compara- 
bility of bank figures is the difference in method of 
dealing with group accounts, i.e., with the different 
accounts kept with the same bank by one firm. Most 
of the larger firms maintain a considerable variety of 
accounts with their banks—each being used for special 
purposes such as wage payments, dividends, etc. It often 
happens that some of the accounts in question are in 
debit while others show credit balances. Some banks 
will, in such cases, combine the accounts over which 
they themselves would have the legal right of set-off, 
and include in their balance sheet the resulting net 
figure—among deposits if the ‘‘ net ” is a credit, among 
loans and advances if it is a debit. Other banks, in 
similar circumstances, show the sum total of such credit 
balances among their deposits and the debit balances 
among their loans and advances. Either method can be 
justified in itself. What cannot be justified is their 
combination, since this may seriously distort the com- 
parison of one balance sheet with another and taint the 
whole body of banking statistics. 

There are also wide differences in various banks’ inter- 
pretation of what contingent liabilities should and should 
not be included in the balance sheet. Some include 
among “‘ engagements for account of customer ’’ such an 
item as liabilities in respect of forward exchange contracts. 
Others would show these as a footnote to the balance 
sheet and exclude them from the balance sheet totals. 
Some banks include in the total the highly conjectural 
liability arising out of arrangements made with other 
banks for negotiating documents ; others exclude it. The 
concept of what is and what is not a contingent liability 
is sufficiently abstract to allow of a wide variety of inter- 
pretation. The recognition of this fact does not, however, 
justify the existing differences in practice as between 
one bank and another, differences which mar accurate 
balance sheet comparisons and which veil the changes 
in the statistically important balance sheet item of 
acceptances. Some banks show their acceptances as a 
separate item; others include them with endorsements, 
guarantees and other similar engagements. 

The most blatant discrepancy in the banks’ accounting 
technique and the most damaging in its effect on statis- 
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tical accuracy is that which affects not the balance sheet 
figures, but the returns of cheques cleared through the 
Bankers’ Clearing House. Before the war the inter- 
branch payments within each bank were generally 
cleared through special Head Office clearing machinery 
which differed as between each bank, but all of which seem 
to have had one negative feature in common, namely, that 
they did not utilize the facilities of the Clearing House. 
The only way in which the pre-war system affected true 
balance sheet comparisons has already been mentioned : 
most banks included the total of such payments in pro- 
cess of clearing with their loans and advances, while 
others showed them separately as items in transit. With 
the advent of the war, the threatened delays to postal 
communications and the vulnerability of London, the 
banks found it more convenient to route through the 
Clearing House (removed to Stoke) the inter-branch 
effects previously cleared through the Head Office 
machinery. The result was to swell very appreciably the 
turnover of cheques and other payments cleared through 
the Clearing House. But the important point to note is 
that while some banks in the daily returns of cheques 
which they make to the Clearing House include their 
own inter-branch clearings, others do not. On a normal 
day the inter-branch clearings of any one bank may 
account for up to 30 or 40 per cent. of its total clearings. 
The effect of this diversity of practice on the total figures 
of clearings may well be imagined. In any case, the 
changes in clearing technique made at the outbreak of 
the war (and that mentioned was by no means the only 
one) caused a serious break in the continuity of the 
clearing figures and vitiated the comparability of the 
pre-war with the post-war series. But the decision of 
some banks to include their inter-branch clearings in the 
total and of others to exclude them has converted the 
resulting aggregate into a completely meaningless—or, 
rather, positively misleading—figure. Any guidance it 
may provide on so important a subject as the velocity 
of bank credit is largely false. The clearing figures which 
are now published yearly, and whose preparation is at 
this moment proceeding, represent nothing at all and 
one may well question why, in the circumstances, the 
Clearing House should go to the trouble of publishing them. 
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The lack of uniformity in banking practice is in this 
case due to differences in accounting practice—differences 
which the banks are not prepared to remove in present 
conditions, when reduced staffs and additional war-time 
labours are already working the banks’ organisations 
somewhere near full stretch. To understand all is not, 
however, to forgive all. It is only too evident that 
British banks have at no time displayed much sympathy 
with the cause of consistency and uniformity in the 
presentation of their statistics. Their attitude, as it was 
recently expressed to me, is that “it is not for us to 
provide a statistician’s paradise.”’ That seems a decidedly 
outmoded state of mind and one that reveals little 
appreciation of the place of banking and banking statis- 
tics in the inevitably controlled economy of to-day and 
in the necessarily controlled economy that will have to 
outlast the immediate post-war years. The degree of 
detailed uniformity imposed on United States banking 
statistics should provide a model for our own banks. 
Fault can be found with the obsession with statistical 
information and presentation which membership of the 
Federal Reserve System thrusts upon a bank in the 
United States. But none can be found with a body of 
banking statistics which is so homogeneous and so truly 
comparable between the units and districts concerned 
and over periods of time. 

I have left out of account altogether one of the least 
illuminating of the banks’ published figures, namely, 
their disclosed profits. As a guide to the real trend of 
earnings the published profits figures are notoriously 
imperfect. Let it be admitted that this divergence 
between real and published profits springs from a highly 
desirable conservatism in bank finance and that the 
principle of keeping by the surplus of the good years in 
order to provide for the lean is thoroughly sound —par- 
ticularly for banks. But it could be applied more 
openly than it is and thereby lose some of the political 
objections that can be levied against the present method 
of “‘ ironing out’ the fluctuations. It would be idle to 
deny that, in the past, the sight of apparent banking 
profits sailing serenely and evenly through industrial 
booms and depressions alike has bred resentment and 
criticism as well as admiration and confidence. In this 
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matter, as in the problem of imparting true uniformity 
to their statistics, the banks would be well advised to 
take counsel among themselves. It would be unwise to 
wait until conformity might be thrust upon them by 
legislation. By inviting such legislation, the banks 
would be courting the danger of far greater inroads on 
their independence. In any case they are faced with a 
stiff fight against the forces—political and economic— 
making for ever greater standardisation of their functions 
and ultimately for nationalisation. One may assume 
that they are determined to win that fight. They would 
increase their chances of success if they immediately and 
voluntarily remedied the more obvious divergences in the 
preparation and presentation of their statistics. 


The Banking Year at Home 


OR the clearing banks, 1941 has been marked by 
f: continuance of previous trends and the passing of 

fresh landmarks rather than any breaking of new 
paths. By the beginning of the year, the banking system 
had already fully settled down under war conditions. 
From the outbreak of war the dominant influence on 
banking trends has, of course, been the Government’s 
financial requirements, and the system of Treasury 
deposit borrowing which has been the primary instru- 
ment of finance through the banking system in 1941 had 
already been in operation throughout the latter half of 
1940. Even in the absence of any new factors, however, 
the continued expansion in deposits resulting from 
deficit finance has brought some startling changes in 
the assets structure of the banks. Treasury deposit 
receipts themselves now rank as the third largest asset, 
but the most striking change has been in the position 
of the two main earning assets, advances and invest- 
ments. At the beginning of the war these still represented 
more than 70 per cent. of deposits, with advances in the 
neighbourhood of £1,000 millions and investments around 
£600 millions. In the middle of 1941, investment for 
the first time in history displaced advances as the chief 
banking asset. By November, investments had prac- 
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tically reached the {1,000 millions mark, whereas ad- 
vances had declined to little more than {800 millions. 
Although the two main earning assets together are now 
some {200 millions higher than at the outbreak of war, 
however, this contrasts with an expansion in deposits 
almost five times as great. In consequence, the earning 
assets ratio has declined to the unprecedentedly low level 
of just over 56 per cent. From the point of view of the 
banks themselves, this abnormal increase in the liquidity 
of the assets structure is the most striking feature of the 
past year. 

The following table indicates the change in deposits 
and in the chief assets during the twelve months to 
November, 1941, by comparison with that in the pre- 
ceding twelve months. It also shows the rise since the 
beginning of the war, as well as the change in the average 
level of the various items for the first eleven months of 
1941, aS compared with the corresponding months of 
1940. From the point of view of earnings, it is, of course, 
this average change and not the movement on balance 
which is significant. On occasions, the average has shown 
a very marked deviation from the net movement, owing 
to marked changes of trend during the year. For 1941, 
however, there is a very close correspondence, reflecting 
that continuity of previous trends which has already 
been discussed. It will be seen that deposits in these 
eleven months showed a rise of over £506 millions, com- 
pared with only £357 millions in 1940. This represents an 
expansion of 18.8 per cent., following a rise of 15.2 per 
cent. in the preceding twelve months. It will be seen, 
therefore, that the much greater absolute rise in deposits 


CLEARING BANK RETURNS 
Change : 


Nov. 1940 Nov. 1939 Aug. 1939 1940/41 

to to to Jan./Nov. 

Nov. 1941 Nov., 1940 Nov. 1941 (Average 

£m. £m. £{m. II mos.) 

Deposits .. .. +506.3 +357 -3 +963.1 +451.3 
Cash ea .. + 46.8 + 39.7 + 98.8 + 43.2 
Call Money .. — 13.8 — 1.5 — 21.0 — 14.0 
Discounts .. — 93.0 — 14.6 — 33.4 —142.6 
a  «« .. +415.0 + 236.0 +651.0 +419.9 
Investments .. +255.9 +132.0 + 399.3 +230.4 
Advances .. .. —II4.2 — 71.7 —I175.2 — 97.8 
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does not represent any marked acceleration in the rate 
of credit expansion. On the assets side, there is a further 
fall in money market assets and in advances, considerably 
more than offset by a rise in Treasury deposit receipts 
and investments, which again provide the counterpart 
of the additional deposits. 

Since Government borrowing is the whole mainspring of 
the banking movements, any detailed discussion of the 
banking figures must be set against the background of 
the year’s deficit finance, which is analysed in the two 
following tables. From the first table, it will be seen 
what proportion of the total revenue deficit in each 
quarter was covered by subscriptions to the new Govern- 
ment issues for the large and small saver. 

In the first three months of 1941—the revenue quarter 
—the “uncovered” deficit became very small indeed, 
and it was not until the end of April that bank deposits 
once again rose above the end-1940 peak. The sharp 
rise in the uncovered deficit in the third quarter, followed 
by an equally sharp decline in October and November, 
reflects the closing of the new issue “‘ tap’’ for a period 
of several weeks between the withdrawal of the 1946/8 
National War Bonds and their replacement by the 1949/51 


issue, CLEARING BANK RETURNS 


(£ millions) 
Savings : 

Quarterly Revenue = ————*~——_,, “ Uncovered ” 
Periods Deficit Small Large Total Deficit 
1940 IV... 789.1 135-7 218.0 353.7 435-4 
¥q41 5 os €©©8e8.6 160.7 246.7 407.4 95-2 
:- «os «9 176.3 343.8 520.1 235.0 
— «a 131.6 237.1 368.7 374.6 
IvV* .. 456.8 106.5 235.0 341.5 115.3 


* Oct./Nov. only. 


The uncovered deficit gives a fair measure of the amount 
of floating debt finance which is required, but with some 
qualifications. The Chancellor has disclosed that, in 
spite of Lease-Lend, our expenditure in the United 
States during the year amounted to some £300 millions. 
To this extent, no domestic finance would be needed for 
the deficit as such, though finance was required for the 
requisitioning of dollar securities, and it would seem 
that the U.S. Government must have held U.K. Treasury 
bills pending the R.F.C. loan instalments. On the other 
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hand, the savings figures include substantial subscriptions 
on the part of the banks. The uncovered deficit in the 
true sense is covered from a variety of sources other 
than finance through the banking system. One impor- 
tant source, of course, is extra-budgetary receipts, which 
now include such items as the excess of war damage 
contributions over payments and the Ministry of Food’s 
receipts from the sale of Lease-Lend goods to the public. 
An even larger volume of funds—probably £500 millions 
a year—flows to the Treasury as the counterpart of 
accumulating sterling-area balances. 

During 1941, moreover, the fiduciary issue was raised 
by as much as {150 millions in order to satisfy an in- 
creased demand for notes. In effect the Issue Depart- 
ment, whose profits accrue to the Treasury, was enabled 
to purchase {150 millions of securities from the Banking 
Department in exchange for notes. Rather more than 
{120 millions of the additional notes were drawn into 
circulation, the balance serving to strengthen the Reserve. 
As the notes are withdrawn, the Banking Department is 
able to replace its security holdings either by fresh 
lending to the Government or by purchases in the open 
market. From the technical point of view, in either 
case, a rise in the note issue is virtually equivalent to 
an interest-free loan to the Government. 

All these factors, as well as the Departments’ opera- 
tions on capital account and short-term borrowing from 
the banks, are reflected in the movements of the various 
actions of the floating debt, which are analysed in the 


next table: 
FLOATING DEBT ANALYSIS 
(£ millions) 


Bank 

Quarterly Total Treasury Bills, etc. Money 
Periods Floating Tapt Tender T.D.R. Market 
Debt Assets 

1940 IV .. +489.6 +225.2 + 9.0 +222.0 —1I21.6 
1941 I .. $187.1 +146.1 — + 60.5 — 97.4 
II .. +249.6 + 31.8 +100.0 +108.0 + 9.9 

Ill .. +361.4 +283.0 + 25.0 + 49.0 +4113.2 
Iv*.. + 3.7 —149.8 + 5.0 +120.0 — 76.9 


* Oct./Nov. only. 
+t Plus Ways and Means advances. 


For various reasons, these movements were excep- 
tionally difficult to interpret during 1941. Around the 
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middle of the year, an important change of procedure 
was adopted when tap bills were made available to 
Empire central banks, which had formerly had to com- 
pete with the discount market for Treasury bills at the 
Friday tenders. Thus it will be noted that in the six 
months ending March, 1941, the tender Treasury bill 
issue rose on balance by {9 millions, whereas the banks’ 
money market assets declined by {219 millions. This 
wide disparity gives some measure of the enormous 
accumulation of overseas balances. 

At the beginning of April, the weekly offer of tender 
bills, which had been stabilised at {£65 millions, was 
raised first to {70 millions and then to £75 millions, 
providing £130 millions of fresh finance, with a rise in 
the outstanding issue from £845 millions to £975 millions. 
In the second and third quarters of the year the money 
market assets of the clearing banks rose by £123 millions, 
suggesting that on balance they absorbed nearly all of 
the additional tender bills created. By far the greater 
part of the recovery in bank money market assets 
occurred in the third quarter of the year, however, when 
Empire central banks, which had clearly taken up the 
bulk of the additional bills during the second quarter, 
were replacing these by tap bills. In October and 
November, the banks’ money market assets once again 
declined sharply, although the tender issue rose slightly 
on balance. To a large extent, subscriptions to the new 
National War Bond issue were evidently transferred by 
allowing Treasury bills to run off. Although the Treasury 
bill figures provide almost a complete explanation of the 
movements in the banks’ money market assets, it is 
understood that there has been a welcome though 
modest recovery in the volume of trade bills. The 
sharp fall in tap bills in October/November, and the 
consequent stability of the floating debt as a whole, 
were associated with the receipt of an instalment on the 
R.F.C. loan to this country and the requisitioning of 
Canadian securities. 

Over the year to November, as has already been 
seen, money market assets showed a further decline. In 
other words, Treasury deposit borrowing now constitutes 
the ‘‘effective’’ portion of the floating debt. The 
relation between movements in deposits, Treasury deposit 
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receipts and the other main assets is brought out in the 
following table: 


(£ millions) 
Clearing Money 
Quarterly Bank T.D.R. Market Advances Invest- 
Periods Deposits Assets ments 
1940—IV .. +203.3 +222.0 —121.6 —30.8 +74.3 
1941— I .. — 35.7 + 60.5 —97-4 + 2.1 +49.6 
II .. +181.6 +108.0 + 9.9 —48.g +59.2 
III .. +168.6 + 49.0 +113.2 —33.0 +59.I1 
IV* .. + 93.7. +120.0 — 76.9 —28.7. +59.4 


* October/November only. 


It will be seen that Treasury deposit holdings rose by 
more than {60 millions in the revenue quarter, although 
deposits declined, and that during October and November 
T.D.R. holdings rose by more than the increase in 
deposits. It would seem that the banks have preferred 
to effect massive transfers of funds to the Exchequer 
(such as revenue payments in the first case and heavy 
War Bond subscriptions) by allowing money market 
assets to decline rather than by the encashment of 
deposit receipts. In the third quarter, when overseas 
holders of sterling were releasing tender bills, the rise in 
T.D.R. holdings was comparatively small. 

The movement in Treasury deposit receipts, however, 
cannot be explained merely in terms of financial tech- 
nique. It must be remembered also that deposit receipts 
have a definite place in the liquidity spectrum of banking 
assets. In the first instance, deposit receipts form the 
entire counterpart of any addition to deposits, but over 
a period the amount of deposits retained will be governed 
by the banks’ views regarding their assets structure. 
If ~—_ do not feel that this is liquid enough in the 
prevailing circumstances, there will be a tendency to 
replace T.D.R., directly or indirectly, by the still more 
liquid assets: cash, call money or discounts. If their 
desire for liquidity is more than satisfied, on the other 
hand, they will tend to substitute investments for 
deposit receipts. Since deposit receipts are themselves 
a highly liquid asset, there is an a priori presumption 
that as deposit expansion proceeds, Treasury deposits will 
represent a falling, and investments a rising, proportion 
of the additional deposits. Up to the middle of 1941, 
it seemed possible to detect this tendency actually in 
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operation. Thus, in the year to June, 1940, the combined 
total of the main earning assets was unchanged, although 
deposits rose by £221 millions—in other words, the whole 
of the additional deposits had their counterpart in 
‘liquid ”’ assets. In the latter half of 1940, deposits rose 
£331 millions and the earning assets £79 millions, a ratio 
of 23.8 per cent., while in the first half of 1941 deposits 
rose by {146 millions and the earning assets by {£62 
millions, a ratio of 42.5 per cent. In the succeeding 
five months, however, the earning assets total rose only 
{69 millions against an increase in deposits of {262 
millions—a relapse in the ratio to 26.3 per cent. Whether 
this change of trend is a merely transitory one due to 
the temporary closing of the War Bond tap remains to 
be seen. 

What is at any rate certain is that the deposits created 
since the outbreak of war have at no period been repre- 
sented on the assets side by anything like so high a 
proportion of the main earning assets as pre-war deposits. 
In consequence, as will be seen from the next table, 
the earning assets ratio has steadily fallen from over 
70 per cent. in August, 1939, to no more than 56.3 per 
cent. in November last. 


CHANGE IN BANKING RATIOS 








August, November, November, 
1939 1940 194! 
| fm % fm % fm % 
Deposits .. .. 2,245 100.0 2,702 100.0 3,208 100.0 
Cash ais os 10.4 285 10.5 332 10.4 
Call money o mg 6.5 140 5.2 126 3-9 
Bills eis -- we 12.4 339 12.5 246 7.7 
Pre- war “liquid 
assets” .. .. 659 29.3 764 28.2 704 21.9 
T.D.R. - ._ = — 236 8.7 651 20.3 
Total “ Liquid 
assets ”’ .. 659 29.3 1,000 37-0 1,355 42.2 
Investments -» 599 26.7 743 27.5 999 BIT 
Advances .. -- 6s 43-8 923 34.2 809 25.2 





“ Earning assets”’.. 1,583 70.5 1,666 61.6 1,808 56.3 
Great though the expansion in investments has been, 
therefore, the real problem is to explain why it has not 
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been greater still in order to preserve a more normally 
remunerative assets structure. A number of conceivable 
explanations present themselves. It might be pointed 
out, for example, that deposit receipts are not quite so 
liquid an asset as Treasury bills, much less cash or call 
money, and that the combined ratio of the three latter 
assets has actually declined from 29.3 per cent. to no 
more than 21.9 per cent. Consequently, the banks 
might feel that these should be buttressed by 20 per cent. 
rather than ro per cent. of deposit receipts to maintain 
a normal degree of liquidity. While this might justify 
some rise in the liquid assets ratio (including T.D.R.) 
above the conventional 30 per cent., a ratio of over 
42 per cent. would seem to provide more than an ample 
margin of safety. 

Secondly, it might be suggested that the expansion 
in investments was now nearing the limit which the 
banks would consider prudent in relation to their capital 
and reserves. It is true that the latter could now in 
theory be eliminated by no more than a 14 per cent. 
depreciation in the securities holding. On the other 
hand, the market value of investments must be consider- 
ably above book value (the /nvestors Chronicle index of 
gilt-edged has risen from an average of IIO0 in 1939 to 
over 123), providing a useful cushion of hidden reserves. 
Moreover, virtually the whole of the war-time increase 
must have represented subscriptions to the compara- 
tively short-dated War Bonds. In practice, the only 
real risk which the banks run from an expansion of 
investments is a possible loss of potential income if at 
some future time a rise in interest rates made it inex- 
pedient to liquidate in order to expand advances. 

Yet a third theory may be advanced. The only 
reason why the banks normally seek to maintain a 
remunerative assets structure is, of course, to maximize 
earnings. Once the banks have reached their E.P.T. 
standards, however, this incentive disappears. If the 
banks thereafter decided that they would seek only to 
offset any rise in costs, thus keeping earnings roughly 
stable, any additional deposits could be largely backed 
by T.D.R. holdings without any attempt at substituting 
higher earning assets. This explanation would at any 
rate be consistent with the very moderate rise in invest- 
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ments since the middle of the year. The change in the 
average level of assets, assuming a return of 2} per cent. 
on investments and 4 per cent. on advances, would 
indicate a rise in asset earnings of almost exactly 
{5,000,000 by comparison with 1940. To what extent 
this may have been absorbed by rising costs it is difficult 
for an outside observer even to estimate. Operational 
costs, one would imagine, might well have shown a rise 
of this order. On the other hand, the steady repayment 
of advances and the consequent fall in the outstanding 
total must have considerably reduced the need for 
provision against bad and doubtful debts, an important 
item in peace-time profit and loss accounts. 

To sum up, it can be said that during 1941 war 
finance was reflected in a rise of some Ig per cent. in 
the money holdings of the public, notes as well as bank 
deposits, making an expansion of rather more than 
40 per cent. in each case since war began. To what 
extent this movement has been inflationary is a matter 
of opinion on which the recent analysis of personal 
accounts should throw some incidental light, for credit 
expansion holds less danger of inflation, either actual 
or potential, if the bulk of the additional balances are 
owned by institutions and not by individuals. It may 
be noted that provincial clearings were actually lower 
on the year, despite the rise in deposits, though the 
supply of consumption goods has, of course, fallen much 
more sharply. Even at this late day, the Chancellor is 
prepared to assert that banks do not create credit, but 
it is quite certain that it is only the high level of public 
confidence enjoyed by the banks which has enabled the 
deposits to be created and thus made this relatively safe 
form of deficit finance available to the Government. 
In doing this, the banks themselves have undergone 
a significant change of function. It is no longer their 
task to finance trade and industry but to finance the 
Government, and virtually the whole of their assets now 
consists of Government debt, directly or at one remove. 
Banking evolution, in other words, has completed its 
spiral. With deposits instead of notes as the principal 
form of money, the clearing banks have now arrived 
at the point from which the Bank of England started 
out in 1694. 
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Banking in German-Occupied 
Europe 
By Paul Einzig 


HE German stranglehold over continental banks 

increased considerably during 1941, both in geo- 

graphical extension and in intensity. To the con- 
quests of the previous year, Germany added three 
Balkan States, Jugo-Slavia, Greece and Bulgaria. 
Although the latter is nominally independent, its bank- 
ing system is as much under German control as that of 
Roumania or Hungary, countries which are allowed to 
retain, for the time being, a show of independence. 
German control extended its tentacles also, over the 
Baltic States after their “ liberation ’’ from Soviet rule. 
Nothing is known about banking arrangements in 
what remains of German-occupied territory in Russia. 
Conditions are undoubtedly much too disorganised to 
allow for any banking activity. 

German control over banks in countries occupied 
before 1941 was intensified during the year. In some 
instances, such as that of the Netherlands Bank, the 
German authorities placed their own nominees in key 
positions in the place of the pre-invasion executive. In 
other cases, shareholdings in banks in conquered coun- 
tries were acquired, by fair means or foul, by German 
interests. In every case, the growing German balances 
acquired through excessive charges for occupation costs, 
enabled the occupying authorities to strengthen their 
hold over the local financial system. 

The most characteristic feature throughout the Euro- 
pean banking system under German occupation is the 
development of inflationary tendencies. From _ this 
point of view, the difference between various conquered 
countries and countries actually under German military 
occupation or under indirect control (such as Vichy- 
France or Hungary) is merely one of degree. In every 
case, the financing of occupation expenses and the whole- 
sale exploitation of the conquered countries by Germany 
resulted in the expansion of currency and credit and a 
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rising trend in prices and the cost of living. On the 
surface, it may appear that the local banking systems 
benefited by this trend. After all, inflation is still at its 
initial stages and is not allowed to manifest itself through 
a depreciation of the exchange value of the national 
monetary units. Consequently, superficial observers 
might easily be deceived by the decline of interest rates, 
by the easier monetary conditions and by the growing 
figures of bank deposits and credits, which is fairly 
universal in all occupied countries—with the possible 
exception of Poland, where the exploitation and oppres- 
sion of the population reaches such a degree that it 
excludes even the semblance of prosperity, however 
spurious, for the local banks. 

Needless to say, the Germans claim credit for having 
brought about easy money conditions in occupied coun- 
tries, in some of which interest rates have declined below 
a pre-war level. Yet the explanation of this phenomenon 
is simple. As a result of German purchases of goods and 
of securities, large volumes of additional currency and 
credit are put into the hands of the public. Owing to the 
limited amount of goods that can be purchased by the 
local population, and also to inadequate investment 
possibilities, a large part of these funds remains in an 
essentially liquid form. Were it not for the short-term 
borrowing by the administration of the countries under 
German occupation, the local money markets would be 
even more liquid and interest rates would decline to an 
even lower level. 

In such circumstances, it is not surprising to see a 
steep rise in deposits throughout German-occupied 
Europe. The funds thus received, are re-invested partly 
in Government loans and are employed partly for finan- 
cing home production. A very large part of the produc- 
tion consists of executing orders for the German armed 
forces. It is therefore most convenient from a German 
point of view that monetary conditions in occupied 
countries should be easy, since it secures for Germany 
the smooth working of production for her war machine, 
and for German civilian requirements. By imposing on 
the defeated countries occupation expenses far in excess 
of the limit to which they can be paid out of current 
revenue, the Germans kill two birds with one stone. 
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The immense volume of deposits and credits must 
more or less compensate the banks for the decline in 
interest rates. Nevertheless, it seems doubtful whether 
deposits and credit business in German-occupied Europe 
is profitable these days. In all probability, the amount 
of bad debts must be very considerable. A large part 
of the assets of the banks’ clients was destroyed by the 
fighting or was simply seized without compensation by 
the German armed forces. Banks have been landed with 
the uncovered liabilities of these unfortunate clients. 
Moreover, many business undertakings have no chance 
of working profitably, or indeed of working at all under 
German rule. Industrial undertakings are short of fuel 
or raw materials, unless they happen to be executing 
German orders. In many cases, industrial and com- 
mercial firms have to reduce output to such an extent as 
to make it impossible to cover their overheads. In 
addition, from time to time, the policy of Germany in 
occupied countries aims at trying to bribe the working 
classes to favour the German regime. To that end, 
employe rs are ordered to increase wages, or are forbidden 
to dis miss employees even if in such circumstances they 
are doomed to work at a dead loss. The amount of bad 
debts thus created is accumulating and in all probability 
it more than absorbs the profit made by many commercial 
banks on their increased turnover. 

Nor are the banks in a position to recover the losses 
thus suffered by profitable activity in other directions. 
foreign exchange business is dead. Issuing activity is 
confined almost entirely to the issue of Government loans. 
Che profit derived by many continental banks by their 
participation in local industry is declining because the 
banks are compelled gradually to sell out such invest- 
ments to Germany, either as a result of direct pressure or 
owing to the difficulties caused by the bad debts referred 
to above. The only bright spot in the situation of the 
banks under German occupation has been a revival of 
stock exchange activities. This again was essentially an 
inflationary phenomenon. In anticipation of the depre- 
ciation of national currency, there has been a flight to 
industrial securities during the greater part of the year. 
From time to time, this has resulted in boomlike condi- 
tions on the continental bourses and the banks had their 
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fair share in this turnover. In many instances, however, 
steps were taken by the local administrations, under 
instructions from Berlin, to check the boom. 

Generally speaking, the banks experience little direct 
interference from German occupation authorities. Even 
the British bank branches in occupied France were 
allowed to remain open for business. On the other 
hand, there was a growing degree of interference by 
the local administration which faithfully executed the 
measures dictated by the German authorities. Thus in 
every occupied country the banks were compelled to 
surrender their own foreign assets and gold, as well as 
those of their clients, to the Central Bank. In reality, it 
was not the Central Bank but the Germans who got 
these assets, but it suited the purpose of the Germans 
that this measure, like many other unpopular measures, 
should be imposed on countries by their own adminis- 
trations. 

An outstanding phenomenon has been the acquisition 
of control over continental banks by the leading German 
banks. Details of this movement were published in my 
article on ‘German Banks in Plunderland’”’ in last 
month’s issue. I sought to show that, while during the 
last war the German bankers behaved more or less like 
gentlemen in relation to their colleagues in German- 
occupied countries, in this war they have thrown them- 
selves wholeheartedly into the exploitation of the victims 
of German aggression. In most German-occupied coun- 
tries, the three or four leading German banks have now 
acquired a substantial participation in local banks. In 
the predominant majority of cases, however, the control 
is secured, not through the relative number of shares 
owned, but through the knowledge that German banks 
are backed up by the occupation authorities. The Board 
of Directors would not dare to disregard the instructions 
given by the nominee of the German shareholders, 
knowing very well that the German banks can, if neces- 
sary, mobilise the occupation authorities in support of 
their decision. 

The future prospects of continental banks under 
German domination appear to be anything but cheerful. 
The inflation of their national currency is bound to 
proceed much further, and sooner or later the nominal 
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increase in their turnover will be heavily outweighed by 
a depreciation of the monetary unit. What is more, 
since they have to part with most of their assets of 
intrinsic value, their own capital resources are bound to 
suffer through inflation. Their only hope lies in the 
liberation of their countries before the destructive 
process has reached too advanced a stage. 


Banking in India 
By H. C. G. Slater 


OTWITHSTANDING the dislocation and dis- 
IN rotion of normal trade caused by the loss of 

European markets, to which must now be added 
the inevitable further set-back which Japan’s entry into 
the war will mean, India’s economic life is pulsating 
more strongly each month as the swing over to a stricter 
war economy proceeds. While industrial production in 
the existing iron and steel, cotton, paper and chemical 
industries is being maintained at a high level, new 
industrial development is proceeding, fostered by the 
restrictions on non-vital imports and stimulated by the 
orders placed by the War Supplies Department. Agri- 
culture shares in the general activity and the price level 
of commodities shows improvement, the latest available 
index number for all commodities, Calcutta (1914 = 100), 
being given as I5I, against 122 in November last year 
The active Note Circulation at October 31 was about 
Rs. 293 crores, as compared with Rs. 267 crores in April, 
1941, and Rs. 231 crores in October last year. 

As a consequence, the demand and time liabilities of 
the Scheduled Banks continue to increase, the total 
deposits now amounting to Rs. 316 crores as against 
Rs. 270 crores in October, 1940. The tendency for the 
demand liabilities of the Scheduled Banks to absorb the 
greater part of the increased deposits indicates the 
unwillingness of the banks to accept time deposits, owing 
to the difficulty of finding remunerative employment for 
surplus funds. Bankers’ cash balances with the Reserve 
Bank on October 31, 1941, amounted to Rs. 50 crores 
as compared with Rs. 27 crores in April. Money rates 
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during the past six months have remained fairly low in 
view of the large cash resources of the banks, the call 
money rate in Bombay and Calcutta averaging } per cent. 
and } per cent. respectively. The total amount of out- 
standing Treasury bills has remained round about 
Rs. 30 crores per month, the latest available figure 
showing an amount of Rs. 32 crores outstanding with the 
public. The rate of discount is about 4 to I per cent. 
as compared with an average rate of just over } per 
cent. in August. The recent increase in the rate provides 
some evidence that monetary conditions in India are 
firming up in connection with the advent of the busy 
season, when the movement of crops gets into full swing, 
but it may well be that rates may fall away again as 
the war draws nearer to India. There is little likelihood, 
however, that bankers will find any difficulty in meeting 
all demands for crop finance from their own resources. 
No change has occurred in the Reserve Bank of India 
rate, which has remained at 3 per cent. since 1935. 
Government borrowing in the long-term market adheres 
to a 3 per cent. basis, and subscriptions to the various 
war issues continues to be satisfactory. On June 30 last, 
total subscriptions to 3 per cent. Defence Bonds, 1946, 
3 per cent. Loan, 1949/52, and Interest-free Bonds 
amounted to about Rs. 66 crores. This figure has since 
been increased to about Rs. go crores. Recent events, 
it is thought, will stimulate sales of these securities, and 
at the moment no further issues appear to be contem- 
plated. The existing issues remain on tap until further 
notice at prices which include accrued interest. Ten-year 
Defence Saving Certificates are also available to the 
small investor at prices which give a yield of approxi- 
mately 33 per cent. compound interest, tax free. 
Details of the recent repatriation of Indian sterling 
debt are given in the report of the Reserve Bank covering 
the year to June 30 last. It will be remembered that 
the total amount involved approximated to {go million, 
and it is stated that the actual sterling payment made 
was {65 million. Rupee counterparts to the value of 
Rs. 94.88 crores ({71 million) were created, and of these 
counterparts Rs. 13.14 crores ({10 million) were issued 
to the public, the balance being provisionally distributed 
between the Government and the Bank. Subsequently 
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the Government took over from the Bank Rs. 22.68 crores 
(£17 million) of the Bank’s counterparts in exchange for 
Treasury bills, and at the same time cancelled an equiva- 
lent amount of the stock of counterparts held on its own 
account. Conversion facilities offered to the holders of 
44 per cent. 1950/55 and 4} per cent. 1958/68 Stocks 
to convert into 3 per cent. 1951/54 and 3 per cent. 
1963/65 Rupee Loans resulted in amounts of Rs. 15 crores 
and Rs. 13} crores respectively being converted. 

With the completion of the measures adopted by 
the Reserve Bank to secure exchange control, the rupee 
sterling exchange continued steady at 1s. 54d. The 
sterling available for purchase by the Reserve Bank in 
London as a result of India’s large creditor balance in 
trade is augmented very largely now by the payments 
made by the British Government for supplies. The 
banks sterling resources continue, therefore, to expand. 
The Issue Department statement as at June 30, 1941, 
when the payments in connection with the sterling debt 
repatriation may be said to have been completed, showed 
sterling securities at Rs. 119 crores, while balances held 
abroad on the same date amounted to Rs. 47 crores, 
a total equivalent of £125 millions. by December 12 the 
Bank’s Sterling Assets had already recovered to more than 
£200 millions. It is therefore not surprising that a further 
three loans are to be paid off. The total covered by this 
operation is estimated at £151 millions and it will reduce 
the ov tstanding sterling debt to no more than {92 millions. 

Other points of interest in the Report include refer- 
ences to the issue of Government of India One-Rupee 
Notes and the reduction in the fineness of the silver 
content of the silver coins 4 as., 8 as., and Rs. 1. The 
Reserve Bank’s proposals for an Indian Bank Act, 
which did not find unanimous support, have been shelved 
for the time being. Facilities for internal remittances 
at concessionary rates, which were offered to indigenous 
bankers and non-scheduled banks on certain conditions, 
were accepted only by 37 non-scheduled banks and three 
indigenous bankers as at June 30, 1941. The Burma list 
of scheduled banks, it may be noted, now contains the 
names of two of the Chinese Government banks, the 
Bank of China and the Bank of Communications, both of 
which opened offices in Rangoon in connection with the 
traffic of goods along the “‘ Burma Road.” 
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Dominion War Finance 
D URING the past six months, since financial develop- 


ments in the Dominions were last reviewed in THE 
BANKER, all four countries have approached con- 
siderably nearer to full economic mobilisation for war. 
Their employment indices and production figures point 
to the fact that the “‘ slack’’ of unemployed resources 
has been almost entirely taken up, and the opening of a 
new theatre of war should provide what additional 
stimulus is necessary to establish them on a complete 
war footing. The Dominions have, in fact, reached the 
point where additional production for war can only be 
achieved at the expense of drastic cuts in civilian con- 
sumption. This point was reached and passed in Great 
Britain long ago, but since the financial and monetary 
arrangements appropriate to the new circumstances have 
still not been fully applied in the Mother Country, it is 
not surprising to find that in most cases the measures 
taken by the Dominions to control inflation have been 
less forthright than their physical contribution to the 
war effort. To this, Canada’s full-blooded wages-stop 
and price-fixing machinery are no doubt an exception. 
In Canada the employment index of the Dominion 
Bureau of Statistics stood at 162.7 on September 1 last, 
the corresponding figures in 1940 and 1939 being 131.6 
and 119.6 respectively. Shortage of manpower is, in 
fact, beginning to become apparent in the industrial 
areas, and Canada will soon have to face the need for 
transferring workers from less to more essential activities. 
Since the Dominion Government’s war expenditure 
amounts to nearly half the official national income, it is 
surprising that Canada has been able to maintain her con- 
sumption while constituting the Empire’s greatest arsenal. 
The main reason is, no doubt, that the absorption of 
unemployed resources has made possible a substantial 
increase in the national income, though there is also 
reason to believe that the national income figures are 
not entirely reliable. Now that a stage of full employ- 
ment is approaching, the necessity for choosing between 
war and civilian production may be expected to become 
steadily more urgent. 
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The other factor which has enabled Canada to main- 
tain her civilian consumption has been the availability 
of American supplies. But imports from the United 
States have only been gained at the expense of a 
heavily adverse balance of payments. The war has, in 
fact, aggravated the normal tendency for Canada to pile 
up a debit balance on account of trade with the United 
States, and a credit balance with Great Britain. In 
addition, the war has prevented the normal method of 
rectification. Canada can no longer purchase dollars with 
her sterling balances, and the accumulation of London 
balances has proceeded rapidly, while the shortage of 
dollar exchange has become acute. The latter problem 
has been met in three ways. In the first place, Canadian 
demand for American goods and services has been 
reduced by heavier taxation, by import duties and 
embargoes, and by the ban on pleasure travel in the 
United States. Secondly, the “American component ” 
in goods produced for Great Britain has been supplied 
on Lend-Lease terms ; and, finally, the United States is 
purchasing from Canada munitions which the latter is 
already able to produce in large quantities. 

With the United States herself involved in war, the 
importance of the last means of earning dollars is likely 
to grow. It was recently announced, for instance, that 
the entire output of two Canadian shell factories was to 
be ear-marked for the United States. In any event, the 
closer association of the United States and Canada in 
the common cause will doubtless ensure that mere 
exchange difficulties become insignificant in the pattern 
of a comprehensive war programme for the Western 
hemisphere. The internal measures taken by Canada to 
combat inflation will, if practice tallies with theory, be 
the most determined of any adopted in the Empire. 
Basic wages are now fixed, and cost of living bonuses 
calculated on a sliding scale have been made compulsory. 
At the same time, price ceilings have been fixed for a 
wide range of goods and services. The two measures 
together constitute a pincers movement which should 
prevent an expansion of incomes, coinciding with a cur- 
tailment of consumption goods, from exerting an infla- 
tionary pressure on prices. How far this bold and com- 
prehensive system of control will be successful remains 
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to be seen. Loopholes will doubtless remain. In par- 
ticular, uncontrolled prices may still increase and involve 
an upward adjustment in cost of living bonuses, but the 
fact remains that the Canadian experiment is the sin- 
cerest attempt to control inflation which has yet been 
made in a democratic country at war. 

The Canadian banking system has reacted to war 
economic conditions in much the same way as the 
British, but there are two important differences. As in 
Great Britain, rising deposits and securities have accom- 
panied the expansion in Governmental war expenditure, 
but unlike the British experience, advances have increased 
substantially, while the note circulation has expanded 
much more rapidly than have deposits. The former 
divergence from the trend in Great Britain is probably 
mainly due to the fact that the existence, until recently, 
of considerable unemployed resources has enabled an 
increase in civil production to accompany the expansion 
in war output. In addition, the Canadian chartered 
banks are playing a larger part than the British banks 
in financing war production direct, while the huge 
wheat carry-over has necessitated an increase in the loans 
granted to agricultural producers. The rapidity of the 
rise in the note circulation reflects the pone rapid 
increase in employment. 

Until the Japanese attack on America, Australia had 
perhaps shown some unwillingness to admit the full logic 
of war economic necessities. The steady rise in employ- 
ment and in the national income has been unaccompanied 
by any determined effort to hold inflation in check. It is 
true that the prices of domestically produced consump- 
tion goods have not been allowed to rise too greatly, but 
the prices of imported articles have increased far more 
substantially, and imports have generally been main- 
tained at a higher level than has been warranted by 
Australia’s economic condition. Exports, on the other 
hand, have continued to suffer for lack of shipping, and 
the fall is likely to be accelerated by the spread of war to 
the Pacific. The Commonwealth’s external difficulties 
have, however, been lightened by the agreement with 
Great Britain for a joint financing of commodity sur- 
pluses, and Great Britain has also met approximately a 
third of Australia’s overseas war expenditure during the 
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past year. Australia’s London funds have continued to 
shrink, nevertheless, and just before the outbreak of 
war with Japan, new and far more drastic import restric- 
tions were announced. Imports of beer, tobacco, foot- 
wear and perfumery, for instance, are now entirely pro- 
hibited, and import quotas have been fixed for many 
other goods. 

This improvement in external economic arrange- 
ments has not so far, however, been accompanied by 
paralle] measures in the domestic field. The Budget 
recently introduced by the new Labour Government 
has amended Mr. Fadden’s previous proposals in such 
a way as to make taxation more progressive but 
less productive. Little attempt has been made to 
skim off the surplus purchasing power in the hands of 
the wage-earning classes, and since wages are steadily 
increas ng while the supply of consumption goods is 
contracting the inflationary implications of such a policy 
are obvious. The new Government still appears to be 
relying too much upon borrowing from the banks and 
too little on taxation and genuine savings. The trend of 
banking statistics in Australia has resembled that pre- 
vailing in Great Britain during the past year. Deposits 
and investments have risen, while advances have fallen. 
The increase in investments has, however, been far more 
rapid than the decline in advances, and the latter still 
show a much higher ratio to deposits than in Great 
Britain or in any of the other Dominions. The reason 
for the fall in advances, slight though it has been, is 
much the same as in Great Britain. The trading banks 
have executed the policy of the Commonwealth Govern- 
ment in limiting advances to the essential needs of war 
production, but their activities have nevertheless met 
with the disapproval of the Labour Administration, 
and under the regime of the new Treasurer, Mr. J. B. 
Chifley, the banks are evidently faced with the prospect 
of far more rigorous control than would have been 
imposed by the Menzies Government. 

In spite of the fact that credit expansion in Australia 
has been very moderate in comparison with the increase 
in the note circulation, the Labour Government professes 
to be dominated by the fear that the trading banks 
might engineer a secondary inflation for the sake of their 
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own profits. Accordingly, surplus investible funds are 
to be deposited with the Commonwealth Bank, and the 
Commonwealth Bank is to take over all advances guaran- 
teed by the Government to manufacturers engaged on 
war work. The first measure approximates to the British 
system of Treasury deposit receipts, but there are two 
very important differences. In the first place there 
appears to be no provision whereby the banks in case of 
need can recall these six months’ deposits prior to 
maturity, and in the second their amount is to be fixed 
at the discretion of the Treasurer without consultation 
with the trading banks themselves. A more direct 
threat to the legitimate business of the banks is the 
proposal to transfer Government guaranteed advances 
to the Commonwealth Bank. As war work comes to 
form an increasingly large part of Australia’s activity, so 
may the central bank absorb an ever larger share of the 
trading banks’ normal business. 

New Zealand’s external position, as indicated by the 
level of her London funds, has improved recently, though 
it remains necessary for her overseas war expenditure to 
be met by advances from the British Government. The 
technique of import control was, of course, well developed 
in New Zealand even before the war, and the maintenance 
of an adequate balance of payments has meant little more 
than an extension of these controls. As with Australia, 
the agreement with the British Government for a joint 
financing of commodity surpluses will ease the burden on 
the New Zealand Budget, but the extension of war to 
the Pacific will probably mean a further curtailment of 
exports. Banking figures in New Zealand show a com- 
paratively small advance over the last year, owing to 
the fact that expansion, in accordance with the Govern- 
ment’s economic policy, was well under way before the 
war started. Prior to the war, the Government’s social 
expenditure had much the same effect as war expenditure 
has now, and the recent sharp expansion in the latter has 
diminished the rate of advance in the former. The 
national income has increased, nevertheless, as a result 
of the war, and the fact that the wage-earning classes 
have been the main beneficiaries is shown by the com- 
paratively rapid rise in the note circulation. 
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TABLE A: 
Trading Trading 
Bank Changeon Year Bank Change on Year 
Deposits Actual % Securities Actual % 
Canada $m. 


(31/8/41) 3,543-0 +397.0 +12.7 1,698.0 +4+129.0 + 8.2 
Australia {Am. 


(31/8/41) 361.0 + 16.5 + 4.8 95-0 + 17.3 +22.3 
New Zealand {N.Z.m. 
(31/8/41) 81.0 + 1.3 + 7.6 23-1 + 6.7 +40.7 


S. Africa {S.A.m. 
(31/7/41) 137-3. + 23.6 +20.5  37.3* + 18.9+103.0 


TABLE B: 
Trading Active 
Bank Changeon Year Note Change on Year 
Loans Actual % Circlu. Actual % 
Canada $m. 
(31/8/41) 1,473-0 +204.0 +15.9 401.0 +90.0 +29.0 
Australia {A.m. 
(31/8/41) 280.5 — 4.3 —17.5 56.5 + 8.9 +18.7 
New Zealand {N.Z.m. 
(31/8/41) 48.6 + 3.2 + 7.0 17.9 + 2.3 +14°8 
S. Africa {S.A.m° 
(31/7/41) 38.1* — 4.5 —10-6 23.8 + 3.6 +418.0 


* at 30/6/41 


South Africa, like the other Dominions, has found it 
necessary to check inflation by means of price control 
and to safeguard her external position by import restric- 
tions, but the problem has been less strenuously tackled 
than in Canada. The Government’s powers of price 
fixing are wide, but have not so far been fully exercised. 
In any event, price fixing alone does nothing to check 
inflation, and while rationing has been introduced for 
some goods, such as petrol, control of wages has only 
been imposed in a few industries, such as building and 
footwear. The Import and Export Control Board was 
not established until last August, but the majority of 
imports are now subject to licence, and the powers 
conferred on the Board will doubtless have to be rigorously 
applied in the future. 

The predominating importance of gold in the Union’s 
foreign trade may itself be a potential cause of inflation, 
and some interesting views have been put forward on 
this subject by Dr. M. H. de Kock, Deputy-Governor of 
the South African Reserve Bank, in an article in the 
Journal of the Institute of Bankers in South Africa. 
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Dr. de Kock points out that the increase in the value of 
the Union’s gold output over the past few years has far 
exceeded the country’s exchange requirements. Much 
of the surplus gold has been retained by the Reserve 
Bank, and has thus served as the basis for an expansion 
of credit. The inflationary danger of this situation is 
that war expenditure is being financed by this method 
of credit creation rather than by genuine savings, though 
the cost of living has risen by only 9} per cent. in spite 
of a rise of 39} per cent. in import prices. Dr. de Kock 
states that the accumulation of surplus funds is taking 
place at a rate of {2 millions a month, and argues that 
the retained gold output will continue to increase at the 
rate of {10 millions to £30 millions per annum for the 
next 10 to 20 years. Why this movement should continue 
after war-time import restrictions have been removed is 
not easy to see. 

In the meantime, the solution suggested is that the 
surplus funds should be mopped up by means of borrowing 
in the Union and utilized for the repatriation of external 
debt. This process has already been taking place on 
a considerable scale over the past two years. The 
machinery whereby this repatriation facilitates the can- 
cellation of the surplus credit created against the retained 
gold output has been improved by the 1941 Finance Act. 
This gives the Reserve Bank power to hold an additional 
amount of Union Government securities up to one-third 
of its liabilities to the public in the Union. This would 
cover {31,000,000 at the time Dr. de Kock was writing. 
The Reserve Bank can thus purchase Union stocks in 
London against gold, and sell them either on the local 
market or to the Treasury. 

The war-time activity in the South African gold mining 
industry, coupled with the absence of sufficient invest- 
ment outlets, is reflected in the level of trading bank 
deposits, which have increased more rapidly over the 
past year than those of any other Dominion. It is also 
noticeable that South Africa is the only Dominion in 
which the rise in bank deposits has outstripped the 
expansion in the note circulation. Government securities 
have been the only outlet for these surplus funds, while 
advances, as in Great Britain and Australia, have 
declined. 
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Bank Charges in the United States 
By F. Bradshaw Makin 


N these days one often hears it suggested that the 
Jeans may be forced to raise their charges to customers 

in order to protect earnings. For this view there is 
probably little justification, since the expansion in asset 
earnings should be fully adequate to offset even the 
sharply rising trend of costs. At the same time, it is not 
unlikely that an advance in charges may be considered 
on wider grounds. Even before the war, it was frequently 
suggested that bank charges in this country were much too 
low in relation to the services rendered. With bank 
staffs being cut to the bone and the public being exhorted 
to buy Government securities rather than hold bank 
balances in excess of their probable commitments, there 
would seem to be strong reasons for expecting every 
customer to cover at any rate the economic cost of 
conducting his account. This being so, it may be of 
interest to survey briefly the various systems of charging 
adopted in the United States. 

In the early days of U.S.A. banking, ample opportu- 
nities for profit presented themselves through the use of 
deposits in loans and investments in a similar manner to 
that practised in Britain. In more recent times, because 
of increasing services and activity of accounts, with 
corresponding increases in expenses, the banks have been 
compelled to supplement their ordinary income by direct 
charges or fees. The charges imposed are of two classes, 
namely those levied against deposit and current accounts, 
and those levied for supplementary services rendered to 
customers. It is with the former class, which raises the 
real problems, that this article is concerned. The various 
methods by which charges are established may be 
classified under four main groups, namely :—(1) Flat, 
(2) Measured or metered, (3) Analysis, (4) “ Pay as you 
go,” or “no minimum balance.”’ Different names are 
used to describe the various methods, but whatever 
name may be adopted the method itself will be found to 
be one of the four listed above, or some modification or 
combination of them. 
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THE FLAT SERVICE CHARGE 


The flat charge was the earliest form of service charge 
generally used, that is, the levying of a flat sum against 
accounts whose average balance is less than the minimum 
required to compensate the bank for handling the account. 
The scheme usually provides for a minimum balance of, 
say, £25, and a charge on all accounts not maintaining 
this balance. Alternatively, a graduated schedule of 
rates may be decided upon, the rate for any one account 
being dependent on the amount by which the average 
balance is less than the fixed minimum. Under this 
system an average balance between {75 to {50 may carry 
a charge of 2s. 6d. per month, between {50 to £25 a charge 
of 5s.,and below {25 afeeof 7s. 6d. permonth. Nocharge 
would be made where the average balance exceeded £100. 

The merit of this plan is its simplicity, with ease and 
economy of administration. The weakness is that it does 
not make any allowance for the measure of activity of the 
account, a vital element in the cost of administration. 
The flat charge was, nevertheless, widely used until 
about 1934, when a marked trend developed in favour of 
the measured service charge. 


THE MEASURED SERVICE CHARGE 


The measured service charge goes a step or two 
further than the flat charge, for in addition to the charge 
based upon the size of the account a partial activity 
charge is made. Measured charges are generally applied 
by allowing a maximum activity per unit of ar he and 
making pro rata charges for activity in excess of the 
allowance. The purpose of the plan is to compensate the 
bank in relation to the balance of the account for service 
rendered, as measured by the number of cheques drawn 
during the month and, in some cases, the number of 
deposits made. 

An example of the schedule of charges is given here- 


under : Charge for 
Minimum Monthly Number of Charge for each transit 
No. balance base permitted each excess cheque ina 
for month charge cheques cheque deposit 
z. foto 25 1/- None 2d. 1d. 
2. {26to 50 Nil 5 2d. 1d. 
3. £51 to 75 Nil 10 2d. 1d. 
4. {£76to 100 Nil 15 2d. 1d. 
5. £101 to 150 Nil 20 2d. 1d. 
6. {151 and above—5 free cheques per £25 balance. 
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Many different combinations of base charges and 
minimum balance requirements are, of course, used and in 
addition there is great variation in the method employed 
and in every other detail. In all its variants, however, the 
object is to give expression to the general principle that 
the charge imposed, together with the earnings on the 
balance of the account, should be sufficient to recover its 
fair share of the maintenance, overhead costs and other 
expenses, and to yield a profit. The measured service 
charge plan is obviously more equitable than the simple 
flat charge and it is still widely in use among American 
banks. More recently, however, there has been a strong 
trend towards analysis methods of computing service 
charges. 


THE ANALYSIS SERVICE CHARGE 


The analysis plan of computing service charges is based 
upon the cost analysis of an account to determine whether 
or not it is supporting itself and producing a reasonable 
profit. This requires the calculation of costs per item, 
based on scientific cost analysis, because only after the 
actual costs of handling items have been ascertained can 
equitable charges for services be fixed. 

As the principle of cost analysis is not generally 
practised in this country, a few words on the matter may 
not be out of place. In account analysis, four series of 
calculations are necessary. First it is necessary to ascer- 
tain what portion of each account is available for use in 
earning assets (i.e., the total funds employable in loans, 
advances, investments, etc.,) which calls for the use of the 
daily average balance. Secondly, the daily uncollected 
funds, referred to as the “ float,” have to be computed 
and deducted from the daily balance. In Britain, of 
course, the “‘ float ’’ represents cheques not cleared. The 
third factor is the deduction of a percentage (some 20%) 
to cover legal reserves and till money. The fourth calcu- 
lation deals with the income receivable on net loanable 
funds. The estimated income of the account is arrived at 
by multiplying the net loanable balance by the average 
interest rate earned on the funds. The expenses of the 
bank have been cost analysed and for each type of trans- 
action there has been established a unit cost. To deter- 
mine the expenses of the account, the number of items are 
multiplied by the appropriate unit costs. 


‘ 
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An example of a typical monthly account analysis 
might be as follows : 


MONTHLY ACCOUNT ANALYSIS 


£ 
Average Daily Balance... rs it .. 2500 
Less daily Float .. ‘ o* os ‘i 500 
Net loanable balance “is i .. 2000 
Services Rendered faeé £ s d 
Account Maintenance... 2 6 
188 own cheques paid .. at 2d. Ir iIr 4 
320 clearing cheques col- 
lected... an .. atid r 6 8 
110 local cheques collected at .5d. 47 
SS 3.2 2 
% % 
Earnings Computation (derived by cost 
analysis) Gross Earning Asset Rate .. 4-5 
Less 20% for Profit on collected balance 9 
», Conversion costs io A ae, By 
» Custody of Funds ? me a 
» 25% for cash reserves a xe) ed 
3-0 
Net Earning Credit rate .. 1.5% 
Earnings credit : 14°% per annum on £2000 a .« £20 © 
Monthly Service Charge .. “ £ I5 1 





Where the analysis plan is in operation, it is the prac- 
tice to send monthly to each customer a statement similar 
to the above showing the charge made and requesting 
him to deduct the amount from the balance as shown in 
his own records. Analysis plans are of a varied nature and 
involve somewhat complicated calculations, though slide 
rule systems and service charge tables offer many short 
cuts and eliminate considerable laborious calculation. In 
the main, the U.S.A. view is that the results obtained 
justify the adoption of analysis plans and their use is 
increasing. 


THE “‘ Pay as You Go” or “‘ No MINIMUM BALANCE ” 

The ‘‘ pay as you go ”’ service plan is a comparatively 
new development in the banking field. It had its incep- 
tion as recently as 1935, and has since expanded markedly. 
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The chief characteristics of the plan are that the customer 
is not required to maintain a minimum balance, or at the 
most only a small sum. No charge is made for mainten- 
ance and no interest is allowed. The bank, however, 
charges a fixed amount, either for each cheque drawn or 
for both deposits made and cheques drawn. As an alter- 
native it may sell a book of cheques at a fixed fee 
per cheque. The charges vary between 2d. and 6d. for 
cheques issued, 3d. per deposit plus 3d. for cheques, or the 
sale of, say, 10 cheques for 5s. The experience of banks 
generally is that the plan is both satisfactory and profit- 
able, evidence for this being found in the fact that the 
number of banks utilising the service is steadily increas- 
ing. The service has earned the goodwill of the public 
for banks and has led to improved relationships, resulting 
in a demand for other services which to-day form the 
bulk of the profits of many American banks. 


GENERAL CONCLUSIONS 
In considering the various service charges in operation 
in the U.S.A. it must be remembered that there is no 
stamp duty on cheques as is the case here. On the other 
hand, in addition to wahenes charges proper, many other 
fees are levied such as: 


Cheques post dated . ' ia oo mm. 08. 
he not sufficient funds - .. Is. od. 
i R/D “4 a - .. Is. od. 
Stop payments , -. mae 
Deposit accounts closed within 90 days « . Oh 


and a number of other fees which are not charged in 
Britain. 

The present position is that of a decided trend towards 
analysis of all accounts, and the gradual discarding of the 
flat and measured charge plans on which our own rudi- 
mentary system of charging is based. Though difference 
in national psychology naturally has to be taken into 
account, it is at least worth considering whether the 
systems which have been found superior in the United 
States would be altogether inapplicable to British 
conditions. 


The Future of the Merchant 
Banks 


(By a Correspondent) 


N the August issue of THE BANKER, Mr. Paul Bareau 
] reviewed the severe loss of business suffered by the 

merchant banks through the decline in international 
trade, the growth of Government-directed exchange of 
goods and the exigencies of war. From this sad recital, a 
a reader might be forgiven if he arrived at the con- 
clusion that these old-established constituents of the 
London market were menaced with extinction. While 
there is no denying that the merchant banks are unable 
to exercise most of their normal functions in wartime, 
any report of their demise, like that of Mark Twain, 
would be greatly exaggerated. 

As though to demonstrate that threatened institutions 
as well as threatened men live long, it has recently been 
reported that Lazard Bros. & Co., Ltd., one of the fore- 
most merchant banks, have acquired a_ substantial 
interest in Messrs. A. W. Bain & Sons, Ltd., the well- 
known insurance brokers. The merits of this acquisition 
considered purely as an investment are clear, since 
increases in real value are reflected in insurance pre- 
miums and thus in brokers’ commissions. The transac- 
tion, however, has a wider interest from the point of 
view of merchant banking in general, since A. W. Bain 
& Sons have offices in important industrial centres, 
through which it may well be possible to forge closer 
links with British industry. In the light of this develop- 
ment it may not be inopportune to examine in a little 
more detail the situation that will confront merchant 
bankers in the post-war years and the possibilities which 
they may be able to exploit. 

It is useful to recall that after provision for bad and 
doubtful debts—no mean sum in the profit and loss 
accounts of merchant banks since 1930*—earnings from 








*In this period, Hambros Bank, which are alone among the 
leading acceptance houses in publishing a profit and loss account, 
placed sums totalling {1,400,000 to Contingency Reserve. 
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acceptance business have not always made the greatest 
contribution to profits. Ignoring profits from foreign 
exchange transactions, which are unlikely to recur, stock 
exchange dealings probably yielded a fairly large average 
return. The links between the merchant banks and 
Throgmorton Street are traditionally close and while it 
would be wrong to class these banks as active operators, 
their knowledge, contacts and flair must have proved 
highly remunerative assets. Nor should we omit mention 
of the very useful commissions earned from the manage- 
ment of the investment portfolios of wealthy clients, 
whether individuals or companies. Merchant bankers 
figure prominently on the boards of the largest invest- 
ment trusts and manage some of the most successful. 
It is, therefore, not unreasonable to assume that post- 
war profits would benefit substantially from a revival in 
Stock Exchange activity. 

In the August issue, it was shown that the combined 
acceptances of six representative merchant banks declined 
from nearly £34 millions in 1930 to little more than {9 
millions in 1939 and to no more than {4.2 millions in 
1940. What are the chances of a reversal of this declining 
trend in acceptance business, traditionally the mainstay 
of merchant banking? The volume of acceptances is 
dependent on the state of international trade, the con- 
fidence reposed in sterling as an international currency 
and the relative popularity of finance by bill of exchange. 
The post-war years should certainly see a level of inter- 
national trade at least as high as that prevailing in the 
decade before 1939. It can hardly be doubted, however, 
that a larger proportion of total trade than in the past 
will be financed by Government agencies. Nor is it easy 
to envisage the restoration of sterling to its former 
importance as the supreme international currency. Though 
trade within the sterling area at least will continue to be 
financed in sterling, the merchant banks have in the 
past enjoyed only a small share of such business. 

On the whole, therefore, it would be unwise to look 
to acceptance business as the basis for a post-war revival. 
If the part played by merchant banks in international 
trade is likely to diminish, it follows that their salvation 
must be sought within this country and the Empire. As 
is well known, the traditional aloofness of British banks 
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from domestic industry is in striking contrast with the 
active part played by American and Continental banks 
in industrial development. In Germany the association 
between banks and industry has been notoriously close 
and profitable. In France, following the earlier example 
set in Belgium by the highly successful Soci. t* G.n rale 
de Belgique, the activities of the banques d'affaires have 
been for many years attended with great advantage to 
themselves and to industry, while in the United States, 
to quote the Macmillan Report, “‘ it was to the develop- 
ment of American industry in its widest sense that the 
financial world of New York devoted itself rather than 
to international finance.” 

To be sure, this intimate association of banks with 
industry has not always had the happiest results, and it 
is not certain that the post-war reconstruction of British 
industry will hold out opportunities comparable with 
those presented to overseas bankers in the late nine- 
teenth and twentieth centuries. Nevertheless, applied 
science is constantly creating new industries or finding 
new paths of development for established ones, and in 
the fostering of these the merchant banker could find 
ample scope for his abilities and capital. If this participa- 
tion in the development of new industries is to take place 
on a sound basis, however, the banks will require to 
equip themselves with the proper technical staff; not 
merely accountants and lawyers, whose role is necessarily 
negative, but engineers, physicists and other technicians. 
Competition would undoubtedly be keen, and large-scale 
industry nowadays commands financial resources of its 
own not a whit less formidable than those of the merchant 
banker. But the latter has certain advantages which 
should stand him in good stead: the ability to take a 
broad view, skilled financial knowledge and world-wide 
contacts. 

Assuming that the future of merchant banking lies 
in a closer association with domestic industry, what is 
likely to be the financial expression of these activities ? 
It is clear that the function envisaged is not that of 
closing the notorious gap in our credit structure in the 
provision of medium-term finance for the small or 
medium industrial unit. The resources required to per- 
form this task adequately are certainly beyond those at 











46 THE BANKER 





the disposal of the merchant banks, though any precise 
estimate of these is to a large extent conjectural. In 
1934, Truptil estimated their capital and resources at 
some {60 millions. Since that time, the merchant banks 
have had the opportunity of making handsome profits in 
the foreign exchange market, but these cannot have gone 
far to offset the losses incurred on German standstill bills 
alone, of which it is estimated the merchant banks held 
some {24 millions at the outbreak of war. To place the 
total resources of the remaining houses to-day at around 
£40 millions might not be very wide of the mark. This 
figure is at any rate consistent with what is known 
or can be guessed of the resources of a number of the 
leading institutions. 

What proportion of their funds might the merchant 
banks choose to allocate for participation in industry ? 
The French banques d'affaires specialising in this type of 
business utilised at least 50 to 70 per cent. of their capital 
and resources in industrial participations. For example, 
in 1939, the Banque de Paris et de Pays-Bas showed in 
its balance sheet investments in industry amounting to 
Frs. 513 millions, against share capital and reserves of 
Frs. 580 millions. Anything like this proportion would 
probably be out of the question for our own merchant 
banks. Admittedly, if acceptance business has declined 
to a permanently lower level, it will not be necessary for 
the merchant banks to maintain anything like the same 
degree of liquidity as in the past. At the same time, 
they would probably be reluctant ever to devote much 
more than, say, 10 to 20 per cent. of their capital 
resources to industrial financing. It is clear that the 
returns on so limited an investment could not be large 
enough to offer salvation. 

There remains then the alternative of raising money 
from the public, who might be invited to subscribe to 
either debentures or preference shares of a special indus- 
trial financing company managed by one or more of the 
merchant banks, who would put up the equity of the 
business. For this purpose, the merchant banks might 
well group themselves as they frequently do in handling 
the large syndicate credits. In practice, no prior charges 
would be raised until the new industrial financing com- 
pany had been in operation for some time and could 
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show a certain measure of successful working. While it 
might not be prudent, given the more hazardous nature 
of the activities, to have too high a degree of gearing in 
the capitalisation, a ratio of prior charges to equity 
capital of, say, 3 to 1, should not ultimately prove un- 
reasonable. The integrity, traditional financial skill and 
solidity of the merchant bankers have in the past enabled 
them to utilise, via the discount market, the liquid funds 
of the London banking system. The same virtues should 
constitute sufficient warrant to enable them to draw with 
confidence on the long and medium term capital market. 


Correspondence 


The Yield of a Capital Levy 


To the Epitor oF “ THE BANKER” 


Rolls Wood Cottage, 
Welwyn, Herts. 
SIR, 

Will you allow me a rejoinder to Professor J. R. 
Hicks’ comment on the letter from me which you pub- 
lished in your last number? In my letter I invited 
Professor Hicks to agree that under present conditions 
of taxation (and especially with very high death duties) 
the yield of a steeply graduated capital levy would 
actually be negative in the sense that it would be neces- 
sary to raise rates of income tax and surtax after the levy 
instead of reducing them. In his reply Professor Hicks 
demurs to this statement, and says that though it is not 
to be denied that the gross receipts from Death Duties 
will be reduced on account of the levy, it is not gross 
receipts but “‘ net revenue” from Death Duties which 
must be considered. If I understand him rightly, what 
Professor Hicks is now saying amounts to this. If there 
is no levy and his millionaire dies, the Government gets 
£520,000 in Death Duties. But in future it loses income 
tax and surtax on the interest on that £520,000. With 
taxes at high levels that may, let us say, be £20,000 a 
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year and that loss must certainly be set against the 
£520,000 gain from Death Duties. If there is a levy 
amounting to 50 per cent. on estates of {1,000,000 and 
the millionaire dies immediately after, Death Duties (on 
his £500,000 estate) will only be £220,000 and the sub- 
sequent loss of income tax and surtax due to Death Duties 
will be, say, £7,500, i.e., will be smaller than if there had 
been no levy. To this extent there is a secondary advan- 
tage in favour of the levy. 

But any allowance which must be made on this score 
is trivial in the early years following the levy. Professor 
Hicks seems to admit as much when he says that the 
figures given on p. 283 of his book would not have been 
“very seriously affected.” Doubtless in later years, 
when many of the millionaires alive at the time of the 
levy would have died off and the gross receipts from 
Death Duties would consequently have fallen sharply 
(more sharply if there had been no levy than if there 
had been a levy), this factor would acquire increasing 
importance. Indeed, it might be that even with no levy 
it would become necessary to increase taxation rates on 
lower incomes. But it seems of very little use to discuss 
the budget effects of a levy beyond the first few years 
after its imposition, since these will depend on many 
quite unforeseeable considerations. When’ Professor 
Hicks speaks of the “ net revenue from Death Duties,” 
he seems in fact to be introducing an actuarial concept, 
which may be of ultimate importance but has nothing to 
do with the budgets of the early years following the levy, 
And when he says that a calculation based on the tax 
rates of 1936 would “still be more interesting” than 
that based on the much higher rates of 1941, he is saying 
something which may indeed be true, but is not relevant 
to my original statement. 

So it seems to me, if I may put it so without offence, 
that Professor Hicks is retiring under cover of a skilfully 
laid smoke screen. From this I invite him to emerge 
and express his agreement with my original proposition. 

Yours faithfully, 
O. R. HOBSON. 


(Prof. Hicks comments: I am afraid I still disagree 
with Mr. Hobson, though the grounds of dispute between 
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us have now been narrowed down. What I cannot 
accept is the limitation to the effect on the budgets of 
the early years following the levy—a limitation which 
I feel sure that Mr. Hobson himself would be the first to 
reject in other connections. Is there any question of 
capital and interest which can be properly discussed 
without introducing an “actuarial concept’’? The 
amount of interest which has to be paid on any loan 
during the first few years of its currency is always small. 
If it is “‘ of very little use to discuss the effects beyond 
the first few years, since these will depend upon quite 
unforeseeable considerations,’ it would be easy to show 
that borrowing must always be advantageous; you 
can pay ten years’ interest out of the capital, and who 
cares what happens after that ? That is where we are 
led by Mr. Hobson’s present argument; surely it will not do. 
I still stand by my view that any probable levy would 
bring in a positive return, even in present conditions, 
if the return were properly calculated; but I wholly 
agree that the return would be too small to justify the 
execution of a levy on a highly progressive scale.) 





The Trend of Savings 


To the Epitor or “ THE BANKER” 


National Savings Committee, 
20 Great Smith Street, 
Westminster, S.W.1. 
SIR, 

In your issue of December, 1941, you were kind enough 
to publish, with a sympathetic editorial note, a letter 
in which I commented on a recent article in ‘“ THE 
BANKER.” I hope you will not consider me a nuisance 
if I draw attention to a further matter dealt with in the 
same number. On page 215 there is a reference to “‘ the 
disappointing level of savings in recent months ” and on 
page 223 you suggest that it is “ disquieting ”’ that the 
weekly average of small savings in September and 
October was only {10,850,000 having regard to the fact 
that during the April-June period they reached a peak 
of {176.3 millions. 

I suggest that in any contrast of these two pericds 
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two factors should be borne in mind. 

In the first place September was to a large extent a 
holiday month, which tended to depress the figures in 
that month. But what is more important, the period 
April-June included 364 individual “‘ War Weapons 
Weeks,” amongst which was the ‘ London” War 
Weapons Week, held in May, which resulted in the 
investment of over {12,000,000 in small savings in 
London alone in that week. 

An article published in The Times on August 22 last, 
in reviewing the War Weapons Week Campaign, drew 
attention to the striking increase in savings during that 
period, which showed a rise of over 50 per cent. above 
the weekly average of £8,417,000 of the first 40 weeks 
of the Savings Campaign. 

I am sure you will agree that in order to see the 
weekly figures in true perspective one should take into 
account all the attendant circumstances. ‘‘War Weapons” 
and ‘“‘Warship’”’ Weeks are of inestimable value to the 
Savings Campaign on the whole, but it is inevitable that 
their effect must be to distort the weekly figures to a 
certain extent and to give an appearance of reduced 
saving in the intervals between the periods when the 
“‘ weeks ”’ are in operation. 

I am, 
Yours faithfully, 
KINDERSLEY, 
President. 


(Together with the rise in the note circulation, the 
factors which Lord Kindersley mentions undoubtedly 
help to show that the falling off in the weekly savings 
figures after the middle of the year did not reflect an 
actual decline in saving. At the same time, it would be 
difficult to argue that the general level of savings has 
been satisfactory, having regard to the continued rise in 
the national money income. As the Chancellor recently 
stated in Parliament: “ I have heard it said that perhaps 
one-third of our people are saving on a scale which is 
fully adequate, that another third is saving on a moder- 
ately reasonable scale, but might well save more, and 
that a third was not saving at all, or saving very small 
sums indeed.’’—Ed., THE BANKER.) 
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Books 


“The War Damage Act, 1941” 

By T. J. SopuHIAN, Barrister-at-law. (Jordan and 
Sons, Ltd. Price ros. 6d.) 

In compiling a work of this kind, it is very difficult 
to steer a midway course between the mere textbook 
level of exposition and the voluminous legal work of 
reference. The author’s objective has been to provide 
a presentation of the War Damage Act which shall be 
complete and exhaustive, yet, nevertheless, concise, 
and this has been achieved. The main commentary is 
in the form of general notes setting out the effects of 
each particular section of the Act, while detailed notes 
are included which explain the meanings of particular 
words and phrases. The book should prove of value 
to all who have either to administer the Act or to 
understand its detailed application to various types of 
property. The appendices include the full texts of: 
the Plant and Machinery (Valuation as for Rating) Order, 
1927; the Relevant Orders and Regulations with regard 
to the commodity insurance scheme; Part II of the 
War Risks Insurance Act, 1939, incorporating all amend- 
ments to date; and the Regulations and Orders issued 
under the War Damage Act, 1941. 


Publications Received 


“Effects of the Defense Program on Prices, Wages and 

Profits” 

By MEYER JACOBSTEIN and HAROLD G. MOULTON 
(The Brookings Institution, Washington, D.C. Price 
25C.) 

“The E.P.T. Liability of Inter-Connected Companies” 

By JamEs S. HEATON (Jordan & Sons, Ltd. Price 
18s. net.) 

“Das Schweizererische Bankwesen Im Jahre 1940” 

(Swiss National Bank) 

“The Price We Pay” 

By HANNIBAL. (Argus Press. Price 6d.) 

DiscussEs the post-war problem with special reference 
to the Atlantic Charter. 
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Appointments & Retirements 


Bank of Montreal 


Mr. Richard Green Ivey, a barrister of London, 
Ontario, has been appointed a director of the bank. 


Barclays Bank 

Mr. G. C. Hayter-Hames and Mr. W. O. Stevenson 
have been appointed directors of the bank. Mr. Hayter- 
Hames is a local director of the bank at Exeter and of 
the County Fire Office, Ltd., and Mr. Stevenson, as 
recently announced, is relinquishing his appointment 
as a general manager at the end of the year. 


Commercial Bank of Scotland 

Mr. Howard Usher Cunningham, a director of Scottish 
Agricultural Industries, Ltd., Leith, has been appointed 
a director of the Commercial Bank of Scotland. 


Martins Bank 

Mr. J. M. Furniss, general manager and a director 
of the bank, has been appointed chief general manager, 
Mr. James McKendrick has been appointed deputy chief 
general manager, and Mr. F. A. Moore and Mr. Frank 
Voyce joint general managers. 


Midland Bank 

Mr. W. J. Abbott, hitherto an assistant general 
manager, has been appointed a joint general manager. 
Mr. Abbott was appointed an assistant general manager 
at Head Office in 1932, a post which he filled until his 
new appointment. 


Union Bank of Scotland 

Mr. John Anderson Morrison, assistant manager al 
London Office, has been appointed assistant generat 
manager of the bank. 


Trust of Insurance Shares Ltd. 

Mr. James H. Batty has been elected chairman of 
Trust of Insurance Shares, Ltd., in succession to the late 
Right Hon. C. A. McCurdy, K.C. 
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BANK OF LONDON AND SOUTH AMERICA 


INTER-AMERICAN 


LORD 


HE seventy-ninth ordinary meeting of 
the members of the Bank of London and 
South America, Ltd., was held, on Dec 

ber 16, at the head office, 6, 7, and 8, 

kenhouse Yard, London, I.¢ 

The Right Hon. Lord Wardington (the 

\irman) presided 
The following is a summary of the state 

ent by the Chairman, which had _ been 
ulated with the report and accounts on 

wcember 8 and was taken as read 
Broadly speaking, the main economi 
velopment in the Western Hemisphere overt 
past year—and especially during recent 
nths—has been the marked intensification 
nter-American trade, particularly with the 
nited States, which has done much to offset 
t trade with Europe. The governing factor 
this respect has been the North American 
nand for commodities, which has facilitated 
» disposal by the Southern 
their surpluses—a demand 
recently been broadened by the 
Washington's defence pro 


Kepublics of 
me of which 
more 


juirements of 


imme 
\ year ago I pointed out that, following 
loss of practically all European Conti 


ntal markets, the problem of mounting 
sport surpluses loomed large in_ Latin 
\merica, but, with the important exception ol 
e grain situation in Argentina, international 
much to lessen the 
ite nature of this problem. Wool and hides 
ve been shipped in large quantities and at 
d prices to the United States, meat has 
een exported regularly to Great Britain, the 


peration has done 


ffee crops have been sold to the United 
States at much improved prices under the 
essful Pan-American quota agreement, 
tton has found ready markets in Japan and 
inada, while the demand for copper and 
ther minerals has been constant In the 
tter connexion the defence preparations in 
United States entail the purchase ol large 
erve stocks of commodities and strategi 
terial and it is reported that all base 


ils produced south of the Kio Grande are 
erved for armament purposes in 
States 


rtually re 


United 


LEND-LEASE Sl 


nversely, and following the same policy 
materials for that 
supplied by the 
America under the 
substantial facilities of this 


recently 


hemi pheri defence, 
being 
ited States to South 


end-Lease Act, 


iture havin for 


€ ire now 


example, been 


xtended to and Uruguay These 


Brazil 
edits are apparently quite apart from those 


rized to Latin American Governments 


TRADE 


WARDINGTON’S 


DEVELOPMENT 


ADDRESS 


for some time past by the Export-Import 
Bank of Washington for the sale of industrial 
capital goods 

The development of trade between the 
various South and Central American Repub 
lics themselves has also been appreciable, 
noticeably in Brazil, where cotton textiles 
and many other lines of manufactured goods 
now figure prominently as exports to neigh 
bouring countries Canada, too, has parti 
cipated in the general expansion of intet 
American commercial relations, which has 
been marked by much activity in concluding 


new trade agreements 


PHE 

Now let us examine our figures 
during the year by (3,904,661, the total of 
the balance-sheet now stands at £81,082,730, 
which constitutes a record during the 79 years 
youl been operating Reviewing 
the liabilities side, we see that current and 
deposit accounts, etc., have increased by over 
definite indication of the 
unremitting confidence of our depositors, 
which | am sure will be as heartening to you 
as it is to me. You will see that our policy 
of maintaining a strong and liquid position 
prevails as always rhe net profit, including 
the amount brought forward, is £774,012, as 
against last 


increase Of 465,000 


ACCOUNTS 


Increased 


bank has 


$5,000,000, a 


years figure of /709,327, or an 
When you consider that 
the markets of the European Continent have 
been closed to the field of our activities—a 
field which in pre-war days was so important 


to u you will perhaps be looking for the 
reason of the improved result We find it 
in one word—organization Your board, 


your management, and your staff assiduously 
and untiringly spend their energies in availing 
themselves of all opportunities of acquiring 
conservative policy that 
your board has always followed, and the result 
achieved this year has, I am glad to say, 
enabled them on this occasion to recommend 
a small increase in the dividend 

Out of the available amount of 
the interim dividend of per cent. paid in 
June last absorbed and a transfer 
to contingency and taxation reserves amount 
his leaves 
a balance of £338,812, which the directors now 
recommend should be applied to payment of 
1 final dividend of 4 per cent. (making 6 pet 
cent. for the year, subject to income-tax) 
amounting to leaving to be carried 
forward to profit and loss account the sum 
; gainst £177,327 last year. 

rhe report and accounts were unanimously 
adopted 


new business Phe 


re | > 
$774,012 
£/S0,500, 


Ing to 4355,000 has been made 


101,600 


Ol si j,282, asa 
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BARCLAYS BANK (DOMINION, COLONIAL AND OVERSEAS) 


RECORD FIGURES OF 


SIR JOHN 


HE Annual General Meeting of Barclays 
Bank (Dominion, Colonial and Overseas) 
was held at 29, Gracechurch Street, 
London, E.C., on Monday, December 22 
Che following statement by the Chairman, 
John Caulcutt, K.C.M.G., on the report 
of the directors and balance-sheet for the 
vear ended September 30, 1941, been 
circulated to shareholders 
In existing circumstances it is felt desirable 
that the proceedings at our annual ordinary 
seneral meeting should be as brief as possible 
I have decided to send the following 
tatement to place of the 
peech usually meeting 
| am proposing on this occasion, 
revard to the times, to confine my 
the domestic attairs of the bank, 
vith which I feel shareholders 
interested to know that nearly 1,000 members 
taft, here and overseas, have joined 
borce 1 am pleased to say that owing 
re wide ad distribution of our branch 
have able to render many 
Governments of the territories 
erate In th have 
ial contribution to 
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therefore 
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made at the 
having 
remarks to 
in connexion 


will be 


pre 
tem we been 
to the 
which we oj] 
en able to 
efttort 
Following 
\bvyssinia and | 
the authorities, 
\ddis Al ind at 


rvices 
way we 
make a sper 
var 


the 
ritrea, 


military occupation of 
and at the request of 


we have open cd branches at 


iba \smara 


ANCE-SHEET MS 


the 
deposit act 


figures ot 


BAI 
the bank, 
approxi 
show a further record 
y an increase for the 
000. Cash in hand has 
been maintained at about 33 per cent. of the 
habuilities, the total amount of advances 
is approximately the same as a year ago. Our 
reflected in the 
which include a 
Government 


furning now to 


rrent and ounts, at 
mately 4157,000,000, 
for this bank 


ot overt 


figure bein 


yeal {30,00 


whil 


increased resources are 
fivures for 
ubstantial contribution 
ues and in the figure 
re included our holdings of United Kingdom 
nd South African Treasury Bills rhe 
market value of investments is in excess of 
the figure at which they stand in our books 
rhe net profit for the ended Sept 
ember 30, 1941, after making provision tor 
taxation and for bad and doubtful debts and 
com 


investments, 
to new 


for bills, in which 


yeal 


onting amounted to / 390,055, 
pared with £423,092 last year The sum of 
/171,936 was brought forward from October 1 


1940 total to be dealt with of 


encies 


making a 


CURRENT 


AND DEPOSIT ACCOUNTS 


CAULCUTT’S STATEMENT 


TRANSFERS TO RESERVES 
Having regard to the continued growth ; 
the bank’s liabilities to the public, th. 
directors have decided to transfer £200, 
from the current year’s profits to the reser, 
fund In addition, a sum of £300,000 h 
been transferred to that fund from the « 
tingency account, to which account we ha) 
during the past three years allocated {470,0 
from our profits. These transfers will brir 
the reserve fund to a figure of {2,600,000 


\fter making the above appropriation it 
proposed to pay a final dividend of 4 per cent 
actual) on the Cumulative Preference shar 
and 34 cent. (actual) on the “ A” a 

B hares, less income-tax at 8s. fod. i 
the / all cases, payable on December 2 
1941, leaving £196,470 to be carried forwar 


per 


CONVERSION OF SHARES INTO STO¢ 


rhe importance of curtailing clerical wor 
as far as possible will be appreciated, and wit 
this end in view it has been decided to invit 
you, in accordance with powers conferred | 
our articles of association, to pass a resolutior 
authorizing the conversion of the bank’s ful 
paid into If approved, tl 
measure will eliminate the labour involved 
recording and checking the numbers of shar 
the registers, certificates and _ transfers 
means that the /1 ‘‘A’”’ shares an 
Kight per Cent. Cumulative Preferen 
ares will, after January 1, 1942, be know 
is \ stock and Eight per Cent. Cumul 
tive Preference stock respectively, and ™ 
be transferable in multiples of £1. 


shares stock 


on 
ind 


PRIBUTE TO MANAGERS AND STAFI 

I have pleasure in expressing once agai! 
the board’s thanks and appreciation to tl 
to the general managers | 
South Africa, and to tht 
here and overseas, for the 
which they carrying on tht 
the bank in these exceptiona 
times Their devotion to duty has bet 
exemplified in ways which will surely caus 
the year 1941 to be remarkable in the histor 
of this 


boards overseas, 
London and in 
whole of our staff 
manner in 


business of 


are 


bank 


I think we can look back on the past year 
working with some satisfaction : it has bee! 
an eventful year, marked by many anxictit 
but some progress 1 feel we have ground: 
for viewing the future with confidence 





OTTOMAN 


MAINTENANCE OF 


GOOD 


SIR HERB 


HE annual general meeting of share 
potter of the Ottoman Bank was held 
on November 26, at Winchester House, 
Qld Broad Street, London, E.( 
General the Hon. Sir Herbert A. Lawrence, 
G.C.B., who presided, said rhe ounts 
hich are now before you, and which I shall 
ter approve, indicate the con 
tinuance of the policy of maintaining liquidity 
required by world condition 
Of the total assets of the bank at Decem 
r 31, 1940, Which are shown in the balance 
et as { 25,749,553, It Is satislactory to note 
it only a small proportion is represented by 
ssets in occupied territory \s instance, 
| can quote the cash in hand and at bankers 
nd the money at call and notice, which 
unt together to over nine million pounds 
Less than 10 per cent. of this sum represents 
ids held by branches in territory 
y the Axis Powers 


YEAR’S WORKING 
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{ 200, 
ie reser 
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»,000 | 
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forwar 
now 
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RESULT 
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| STOC] 
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S after covering 

providing fo 

| known bad and doubtful debts, shows 

avallable balance for the year of 

7d. This figure represents only 

ch have transferred, o1 
transferable, into sterling 


n-transferable earnings, 


harge expenses and 


been are 


which are 


the al 


t included in wove result, represent as 
ey did last year an appreciable amount and, 
Ided te onstitute 

| additi against 


previous accumulations, ¢ 


m to our 


which may 

DIVIDEND DE¢ 
stated the rep the 
t recommend the payment of a dividend 
propose instead that the profits, 
luding the amount brought forward 
030, total f109 
d t current 


reserves any 


arise in the future 


cies 
ISION 


in committee 


ir, but 
in 
carried 


254 I 1id., be 


the ur 

be 
the 
ind now, of 


ar as 


oposal is 
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ner irTy 


1us¢ 
ascertainin 
exchange Tris 
is fi urable 
our 
over, pr 
h afford « 


such 


situation 
not exceed 
More 


ivi since our 
liabilities in 
have 


mnsidet 


VISIONS 


de in the past whic 


ivainst losses as 


may 


to 


increase 


feature in the vunts 
ed fer the continued 
posits, the current accounts creditor 
vrown by a further two million pounds 


ure ofl $45,963, be 


which can 
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RESULTS 


BANK 


LIOUIDITY 


OF BRANCHES 


ERT LAWRENCE’S ADDRESS 


continued 
countries 


the 
those 


taken, I think, as reflecting 
confidence of the public in 
where we are established 
ACTORY RKEY 

Turkey has remained outside the sphere of 
hostilities, and the economic situation there 
in 1940 was very satisfactory. The working 
results of our branches in Turkey, although 
less than those of the previous year, remained 
satisfactory, but have not been transferred 
Our relations with the Turkish Government, 
the High Administrative Departments, and 
the banks continue cordial and confident 


SATISI BUSINESS IN Tl 


S 


EGYPT PROSPERITY 
In Egypt 19040 was a period of prosperity 
Money flowed into the country as a result of 
the purchase of the cotton crop by the British 
Government and the expenditure of the 
British military authorities 
IRAQO 
vents in the Mediterranean resulted in a 
reopening of the transit trade of Iraq, goods 
passing through for Palestine, Transjordan 
Syria, Egypt, and Turkey 
In Iran our branches, 
exchange business remained 
trolled, made good profits, but 
cannot be transferred into sterling 
in both Iraq and Iran events of 1940 have now 
receded the background in of the 
military operations of 1941, have 
changed the whole situation 


AND IRAN 


though 
strictly con 
those profits 
However, 


torelgn 


into view 
which 
those 


in two 


countries 
PALESTINE YPRI 

In Palestine prices r steadily, and the 
presence of British Forces contributed to the 
prosperity of local commerce 

In the first part of 1940 Cyprus enjoyed 
prosperity, but the entry of Italy into the 
W with its consequent shipping difficultie 
caused a big falling off in trade. Our branche 
but the etfects of the 


AND ¢ 


_ 


al 


had a successful year, 
falling off in trade will be felt 1941 


AFFILIATI BANKS 


irds our affiliated banks, the Banque 
Yugoslavia, the British 
Bank in Greece, and the 
Rumania 


in 
2 


As 
bran 
French Discount 
Bank of Rumania in 
occupied territory, although they 
so in the period under review, but we 
ot no from them of 
position 

The report 


reve 


o-Serbe in 


are now In 


were not 


have 


course, reports their 


Was unanimously 


adopted 
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ROYAL BANK OF SCOTLAND 


ANNUAL GENERAL COURT OF PROPRIETORS 


BANK'S BUSINESS WELL MAINTAINED 


ASSETS EXCEED £98,000,000 


DUKE OF BUCCLEUCH’S REVIEW 


Hilt Annual General Court of Proprietors The total of 42,077,186 for Acceptances 
Ts Phe Royal Bank of Scotland was held and Indorsements of Foreign Bills and Other 

at Edinburgh on Wednesday, 26th Obligations shows little change from. the 
November, 1941, His Grace The Duke of figure of last year 


Buccleuch and Queensberry, G.C.V.O., Gover 


nor of the Bank, presiding LIQUID ASSETS AND INVESTMENTs 


His Grace said On the Assets side our holdings of Cash 
the Jalances with the Bank of England and 
other Banks, Money in London at Call and 
Short Notice, which reach the large sum of 
over £18,000,000, provide ample evidence of 
a highly liquid position and, along with 
freasury Deposit Receipts, which stand in 
the Balance Sheet at 46,500,000, represent 
fully 28 per cent. of our liability for Deposits 
and Notes issued. I may add in passing that 
the amount of Treasury Deposit Receipts has 
increased since the date of our Balance t 


| assume it will be your pleasure that 
Annual Report and Balance Sheet, with 
\uditor Keport, will be taken as read 


Before dealing with the ordinary business 
of the Meeting, | should refer to the vreat 
loss which the Bank has suffered through the 
death, on 27th August, 1941, of Mr. R. N 
Dundas, W.S., who had been a Director of 
the Bank since 1929. By his death we have 
lost a Director whose wide experience of 
affairs was of great value to us and whos 


410,000,000 
kindly qualities endeared him to all his 


British Government Securities at 
£34,705,619 are up by almost £6,000,000 on 
the year 


colleagues 


The twelve months covered by our 


\ccounts mark the second complete year of 
the War he anxieties of the previous yeat It will be seen that the whole of the increase 


have continued throughout, but although in our Deposits, in addition to the sums 
the outlook is still obscure, we can, without arising through a reduction in our Advances 
minimisin » heavy task in front of us, look to which I shall refer later—has gone t 
aid the Government Loan programme for 
financing the War 


with grow! confidence to the future 


DEPOSITS AND OTHER LIABILITIES I can again say that a high proportion of 
furning to the Balance Sheet we show, for our Investments in Government Stocks 1s 
Scottish Bank, an impressive total of Short- and Medium-dated Loans and that a 

Assets amounting to /98,263,226 these and our other Investments are valued 

at or under Market prices ruling on the date 


| | , | > ‘posits 
Under the headin Liabilities, Dep it of out Balance 


ind other Credit Balances have increased by 
o1s.856 to the figure Of 452,007,140 


) ) 


In spite of the lack of Commercial Bills 
we are able to show a_ Portfolio, which 


ippearing in the Balance Sheet 
includes Treasury Bills, of just over 


in Circulation at 44,602,641 show ; 
/ 3,000,000 


ase over the previous year of fully 


{Soo 


ADVANCES 

rhe rowth under this heading can be 
largely attributed to the rise in employment 
ind to the increases which have taken place 
in Waxe but the withdrawal, due to the 
Was f banking tacilities through the closing 
of many Branches and the shorter banking 
hour are factors which must delay the \ decline in Advances has been a common 
return of Notes to the Banks. I agree with feature in all recent Banking Reports and 1s 
the timely warning given the other day largely due to the changed conditions brought 
against the dangers and folly of hoarding about by the War rhus, with Government 
Not control over commodities and greatly restr 


Phe total of our Advances has declined to 
$23,926,630 trom $25,010,494 a year ago 
when we then recorded a fall of £2,000,000 
in what ts regarded as the most remunerative 


part of a Bank's business 





eptances 
1d Other 
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MENTs 


ind an 
Call and 
sum 
dence 
ng with 
stand 
epresent 
Deposits 
ing that 
‘pts has 
lance t 


es 


»,000 


yrought 
rnment 
restrl 


requests for accommodation 
have lessened. I can, however, say that we 
are doing € verything we can, consistent with 
sound banking practice, to assist those of 
our customers who are engaged on work of 


ted imports, 


national importance. 


PROFITS 
fhe net profit of the year at £491,522 6s. 7d 
than the amount 


£65,530 1358 Sd less 


declared a year ago 


Iam sure that the Stockholders will not be 
surprised at the lower profit shown in view 
{ the higher taxation and the continued 
increase in the Charges of Management 


APPROPRIATIONS 


[The Directors are pleased to be in a 
position to recommend that a Dividend for 
the Half-Year on the Capital Stock at the 
rate of Seventeen per cent. per annum be 
declared, and that be applied in 
writing off Expenditure on Bank Buildings 
and Heritable Property, and that £30,000 be 
carried to Staff Pension Reserve Fund. After 
these appropriations there remains the sum 
7d., which it is proposed to 
Inner Keserves against Con 


$30,000 


carry to our 


tingencies 


of {70,272 6s 
Sf 


THE 
Bank 
Glyn, 
Bank, 


BANK 


and of our 
Mills & Co., 
Limited—has 


BUSINESS OF 

The business of the 

Associates in England 

ind Williams Deacon's 
been well maintained 


Charles 
was 


To fill a vacancy on the Board, Mr 
Augustus ( Coalmaster, Leven, 
elected Mr. Carlow, who is a prominent 
figure in the Coal Mining Industry, holds 
fhee until this Court, when he comes up 
for re-election 


irlow, 


AGRICULTURE AND TIMBER 


I do not propose to attempt, under these 
War-time conditions, any tull review on 
Scottish Industry, but, as one who is keenly 
interested in Farming and Forestry, | am 
glad to report that, during the past year, 
the Farming Industry as a whole has had a 
more reasonable measure of prosperity, with 
Arable relatively the most pros 
perous section. Unfortunately, hill Sheep 
farming, which is so important to Scotland, 
is had a most adverse year, accentuated by 
weather conditions of the past 


Farming 


the severe 


winter 


Labour shortage has, in many areas, 
seriously limited the scope of production and 
prevented farmers from giving their land the 


full attention needed to attain the best results. 


Tremendous demands are being made on 


limber resources in Scotland, with the result 


Js 


that stocks of mature softwood timber are 


diminishing. 


Complaints are heard from time to time 
of the injurious burden of Excess Profits Tax 
upon industrial firms which will have to 
make heavy replacements of Plant after the 
War. Shipping Companies have had their 
claim met in some measure by Credits for 
tonnage replacements, and _ Forestry 
deserves consideration in order to meet the 
cost olf reaftorestation. 


also 


Some provision seems necessary for the 
future of the Scottish Timber Industry, which 
igain is serving a national need, and indeed 
a national extremity 


rRIBUTE TO OFFICIALS AND STAFE 


We have at the present time 592 Members 
of our Staff with H.M 


Forces in every theatre of the War and in 
nearly every branch of the Services 


who are serving 


Members ot 
sacrifice 


four 
supreme 


We deeply regret that 
our Staff have made the 
and our sympathy goes out to their relatives 
Fourteen others are Missing or known to be 
Prisoners 


The absence on Active Service of almost 
$3 per cent. of our pre-War Staff has thrown 
an additional strain on those who remain, 
and we wish to express our deep appreciation 
of the loyal manner in which the Staff 


permanent and temporary—have carried on 


I am specially glad to have the opportunity 


of thanking those Members of the Statf who 
have also so willingly undertaken Guard and 
Fire Watching duties, which have involved 
absence from their homes on many occasions 


throughout the year 


Whyte, our General Manager, the 
General Managers, the Senior 
Officials at Head Office, and the Managers at 
London, Glasgow and Dundee Offices, our 
special thanks are once again due for the 
devoted efficiency with which they have met 
the exceptional difficulties and responsibilities 
of the times 


lo Mr 
Assistant 


APPROVAL OF ACCOUNTS—DIVIDEND 

I now beg to that the Report, 
containing a Statement of the Accounts and 
Balance Sheet, be approved, and that out of 
the Profits of the year a Dividend at the rate 
of Seventeen per cent. per annum for the 
Half-Year, under deduction of Tax, be 


declared in conformity therewith 


The Report approved and the 
Governor, Deputy-Governor, [Extraordinary 
Directors and the Retiring Ordinary Directors 
were re-elected and Auditors were reappointed 
for the ensuing year 


pre ype se 


Was 
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Bank Buildings of Merit 


V.—Midland Bank 
By Professor C. H. Reilly 


N the reviews we have been indulging in of bank 

buildings of the last decade or so by the various big 

banks in this country, the turn has now come for those 
of the Midland Bank. This is a bank which compromises 
between the <— y of employing its own salaried archi- 
tect, as the National Provincial does and as Barclays is 
proposing to do after the war, and the policy of employ- 
ing a variety of architects up and down the country 
with corresponding variations in the quality of its work. 
Instead of either of these methods, it seems to employ 
one well-known firm of architects for most of its more 
important branches, sometimes linking that firm, Messrs. 
Whinney, Son and Austen Hall, with Sir Edwin Lutyens 
as consultant, sometimes not. The result is that their 
more recent branches, particularly in the South, are of a 
high standard, the sti indard set by this one good firm, or 
rather by its chief designer, Mr. Herbert Austen Hall. 
That he is a friend of Sir Edwin Lutyens’s, working with 
him at the present moment on the Royal Acade ‘my Plan 
for new streets and street improvements in the centre of 
London, is, of course, all to the good. When the two 
work together as in the Piccadilly branch and as at 
Manchester, there is a homogeniety of outlook which 
makes it difficult to say where the work of one ends and 
of the other begins. I believe, however, in the two cases 
quoted and possibly in others Sir Edwin is mainly res- 
ponsible for the exterior and Mr. Austen Hall for the 
interior. 

Although in the case of the banks so far resurrected 
in these resumés the Headquarters buildings in the City 
of London have been excluded as not comparable with 
the branches, one cannot in considering modern banks of 
merit leave out the Midland Headquarters in Poultry, 
however many of the Headquarters of the other banks 
are passed over. This great Midland Bank building is 
externally a unique and original design, by far the most 
powerful and impressive modern building in the City. 
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Let us therefore begin with it though it is impossible to 
do it justice in the few sentences at my command. 

The scheme of the main facade to the Poultry—less a 
facade than most London fronts for it shows its flanks 
and has consequently a solid appearance—is of thirteen 
great rusticated Roman arches standing upon a two- 
storeyed basement with the horizontal lines well empha- 
sized and carrying above it high in the London sky, a 
one-storeyed classical palace, a sort of Trianon or pleasure 
house corresponding to the two storeys in the roof the 
law allows. It is a brave and original scheme. The 
thirteen great arches run up with thei ‘ir strongly grooved 
stonework through three storeys and give a most massive 
effect. They are like a great Roman aqueduct. I men- 
tione -d this once to their creator and his typical reply was 

‘ Yes, an aqueduct to bring the gold from the West End 
to the City,” for if Sir Edwin is our first architect he is 
also our first wit. Apart from the little palace at the top 
complete with its end pavilions, pediments and dome, 
the building, contrary to Italian Renaissance practice, 


Section s] [Sir Edwin Lutyens and Mr. Laure nce M. Getch 
PART OF THE BANKING HALL LOOKING TOWARDS THE MAIN 
ENTRANCE, MIDLAND BANK HEAD OFFICE 





kRONEO 


were commissioned to provide the steel desks, 
filing cabinets and specialised bank equipment, 
under the direction of the Associated Architects, 
Sir Edwin Lutyens, R.A. and L. M. Gotch, 
I. R.I.B.A., for the Head Office of the Midland 


Bank. This building is the subject of an article 


by Professor Reilly in this issue of the “ Banker.” 


Roneo are specialists in 
STEEL PARTITIONS, STEEL SHELVING, 
STEEL DESKS, FILING CABINETS AND 
SYSTEMS, CARD RECORD SYSTEMS 
and Furniture of all kinds for Offices 


and Factories 


RONEO LIMITED 


HEAD OFFICE AND WORKS + ROMFORD «+ ESSEX 
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Irchitects} [Sir Edwin Lutyens and Mr. Laurence M. Gotch 


THE BOARD ROOM, MIDLAND BANK HEAD OFFICE 


gets more severe as it reaches upward. Perhaps 
the cupids with swans which stand at either end of 
the second storey, where the aqueduct storeys are 
recessed, are a little too big and out of character with 
the plain powerful cliffs behind and above them, but this 
is a trifle. The whole thing is a grand monument nobly 
piling up and bravely departing from the Italian Palazzo 
precedent. There is, for instance, no great crowning 
cornice and quite truthfully, because there are no eaves 
to be symbolized by it but only a flat roof. One says 
‘ truthfully ’’ and one would like to emphasize the word 
but one cannot get away in the end from the fact that this 
great stone monument, which more than any building 
in London looks so essentially a solid stone structure and 
might so easily be one, is nothing of the kind. All its 
weight of grooved and carved stone, the ‘“ Roman 
aqueduct ’’ of thirteen stone arches and the beautiful 
little palace on the roof, are balanced and carried on 
steel spillikins. Now like every building that buries 
the steel which does the work, which is necessary to 








WM. NICHOLSON & SON (LEEDS) LTD. 
MASTER BUILDERS (for over a Century in the same family) 
have executed for the 
NEW HEAD OFFICE BUILDING of the 
MIDLAND BANK, Poultry, London, E.C.2 


\ll the figured walnut joinery, including counters and screens with entrance 
lobby and doors, the framing of the Managers’ Rooms and in the Banking 
Hall, the Walnut panelling and carving in the 70 ft. long Board Room. 
THIS FIRM HAS BUILT OR FITTED UP OVER 400 BANKS. 
SPECIALISTS IN BANK FITTINGS. 

Registered Office: London Office: 
PROSPECT SAW MILLS, SHEAF ST., LEEDS. 104-5 Newgate St., E.C.1 


Telephone: LEEDS 20974 CLERKENWELL 5447 
Works : OLD KENT RD. 


THE “EXCELLENCE” REINFORCED CONCRETE — CO. 
(Branch of Wm. Nicholson & Son (Leeds) Ltd.) 
NEW DOCK, CHADWICK STREET, 104-5 Newgate St., 
LEEDS. London, E.C.1. 


Telephone: LEEDS 20974 CLERKENWELL 5447 
CARRIED OUT ALL FIREPROOF CONCRETE FLOORS, STRONG ROOMS, 
AND ENGLISH OAK WOOD BLOCK FLOORS AT THE HEAD OFFICE 


Allied with these Engineers : THE TRUSSED STEEL CONGRETE CO. 





THE 


PORTLAND STONE 


FOR THE 


MIDLAND BANK NEW HEAD OFFICE 


(illustrated in this issue) 


was supplied and fixed complete by the masonry specialists. 


F. J. BARNES, LTD., PORTLAND 


London Office: 25 Nine Elms Lane, S.W.8 


Teleph _J MACaulay 1479 
SmSPROnES<"\ PORTLAND 2162 


We also supplied the Stone for the refacing of Buckingham Palace, and have 

supplied Portland Stone for many of the most important buildings in London 

and the Provinces, including the new Midland Bank, King Street, Manchester, 
specially chosen and specified by the most eminent architects. 


QUARRY OWNERS & MASONRY CONTRACTORS 
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protect that steel from the weather, but pretends it is 
not there, it is a fraud and the more powerful and com- 
manding it is the more powerful the fraud. ‘‘ Fraud’ 
is a horrid word to use and I dislike it, especially in 
connection with a practice almost unive sal at the time 
and indulged in myself when I built Devonshire House, 
Piccadilly, with a famous American architect. ‘ Mis- 
conception ”’ is a better word. It is a misconception of 
the structural basis of all architecture. It is indeed the 
great misconception of the last fifty years in which steel 
has gradually come into use. It is one, however, we are 
now growing out of. To-day all good and truthful 
building indicates the steel frame within, either by a 
regular fenestration corresponding to it and by the 
avoidance of features like stone columns pretending to 
do work they are not doing, or by the use of long openings 
which only steel lintels can bridge, or the building throws 
over steel entirely for vertical support as Mr. Charles 
Holden has done in his great and truly monumental 
building for the U niversity of London. 

The interior, with its clever plan by which an awk- 
wardly shaped site is made to appear four pillared halls 
meeting at a circular well head, which is really an opening 
to light the basement below, is as direct and simple as 
possible and with its inlaid verdite piers as rich. Rumour 
says each pier with this precious material as a coating 
cost £1,000. I hope it is a lying jade for, fine as verdite 
is, as long as London has slums that sort of thing is too 
reminiscent of decadence of ancient Rome to be 
pleasant. The real richness of the building lies in the 
simplicity and dignity which the architect has achie ved. 

Of the branches I choose Sir Edwin Lutyens’s famous 
little bank in Piccadilly which, though marked by shrap- 
nel, has mercifully escaped the blitz. This little building, 
standing on the site of the vestry and lately balancing 
in size and he ight the blitzed rectory across the court- 
yard of St. James’s, was clearly designed to go with Wren’s 
beautiful church. It did that far better than the rather 
grim rectory building now destroyed, for it did it with a 
smile. I remember Walkley, the late dramatic critic of 
The Times, saying he never walked down Piccadilly and 
looked at it without feeling happier. It is difficult to say 
exactly where the charm lies. It is small and modest as 
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THE PICCADILLY BRANCH OF THE MIDLAND BANK 
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This bank will gladly assist you in 
gathering reliable information, and will 


provide all banking facilities for the 
transaction of business in Canada 





Agents in England : 


LLOYDS BANK LIMITED 


IMPERIAL BANK 


of Canada 


Head Office - - - Toronto, Canada 
BRANCHES THROUGHOUT CANADA 


MILNERS: 
SAKES 


in Air Raids 

















The following is typical of hundreds 
of letters in our files : 


** IT write to acknowledge and thank 
you for your letter respecting my safe 
which was recently damaged by enemy 
action. 

** At the time that this happened, the 
whole of our Main Building was en- 
tirely destroyed by fire, including fix- 


CONSULT US tures, fittings and the whole of the 
contents, not a vestige being left ex- 
ON YOUR cepting four safes of your manufacture. 
These were slightly charred on the 
SECURITY PROBLEMS outside, but on being opened the in- 


teriors were perfectly sound and the 

contents practically unharmed, the 

\ > books, etc., being in full use again. I 
MILNERS SAF E Co.. Ltd. feel I must write to express our appre- 
ciation of the way these safes stood up 

to this severe ordeal, and congratulate 


nie’) 21, Hampstead Lane, LONDON, N. 6. you on their workmanship.” 
Telephone : MOUntview 6655 The original letter can be inspected 


by responsible persons. 
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its site required, but when one examines it carefully it 
will, I think, be seen that the simple courtyard front is 
the happier of the two. The grooved stonework on the 
main front seems a little heavy for the delicate modelling 
of the long central window. I think it is that the wind 
and weather have treated the Portland stone of this 
Piccadilly front in the kind way in which they do that 
wonderful material on the weather side of most buildings. 
Several of the stones have weathered whiter than their 
fellows and give consequently here and there light 
touches as of sunlight to the front. Perhaps the smiling 
quality lies partly in this. I think it does. But whether 
it does or not there is no denying this little brick and 
stone building is a charming thing which designed to live 
up to the standard of Wren’s fine old building yet 
manages a modest and elegant life of its own. 


Obituary 
/ 
Mr. Peter Forrester 

lhe death has been announced, at the age of 77, of 
Mr. Peter Forrester, a director of Barclays Bank. 

At the early age of 38, Mr. Forrester was appointed 
general manager of the Union Bank of Manchester, of 
which he became managing director in 1916 and vice- 
chairman in 1936. He was appointed a director of 
Barclays Bank in 1920. Mr. Forrester was a Fellow of 
the Institute of Bankers and was at one time president 
of the Manchester Institute. 








